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EDUCATIONAL EXCELLENCE ACT OF 1989 



TUFSDAY, JUNE 13, 1989 

U.S. Senate, 

SuBCOMMirrEE ON Education, Arts and Humanities, 
OF THE Committee on Labor and Human Resources, 

Wcahington, DC. 

_ The committee met, pursuant to notice, at 10:02 a,m., in room 
SD-430, Dirksen Senate Office Building, Senator Claiborne Pell 
(chairman of the subcommittee) presiding. 

Present: Senators Kennedy, Pell, Simon, Hatch, Kassebaum, Jef- 
fords, Thurmond, and Cochran. 

Senator Pell. The Subcommittee on Education, Arts and Hu- 
manities will come tc order. 

This hearing on S. 696, the Excellence in Education Act, will 
come to order. 

It is refreshing indeed to have administration come forward with 
a positive, constructive series of initiatives in education. I have co- 
sponsored the President's initiative as a signal that I stand ready 
to grasp the extended hand of friendship and cooperation offered 
by our President. 

The partnership between the Executive and Legislative Branches 
18 crucial to bruiging new life to the small, but vital Federal role in 
education. 

Mr. Secretary, we welcome you, and hope you will convey to the 
R-esident our resolve to make this a working educational partner- 
ship. As you know, I have some concerns that the administration's 
proposals are not sufficiently targeted to the most needy schools 
and most needy students, too. I look forward, therefore, to your tes- 
timony and to that of our panelists. 

I think that you should know at the outset that our goal is to 
give the most serious consideration to your proposals, to improve 
upon them where we believe we can, and to arrive at a bill that 
has broad bipartisan support. Our good spirit in this regard, and 
one seriousness of purpose is demonstrated by the fact that we are 
working from your bill, the administration bill, and not from one 
that we have crtifted ourselves, 

I anplaud the efforts you are taking to crack down on the stu- 
dent loan defaults and look forward to being able to devote a por- 
tion of today's hearing on your proposals. The new regulations are 
tough but, I beliave, fair. 

I must tell you, though, that if my concern that your efforts 
might be hampered by questions about the data upon which default 
rates have been calculated. This is, as I understand it, preliminary 
data from which you are working, and I would trust and urge that 

(1) 
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the new regulations not be implemented until we ,.iave full confi- 
dence in the accuracy of the data and are comfortable in using it to 
take stem action. 

Senator Pell. We are veiy glad to have you with us, Mr. Secre- 
tary, and I believe we have Dr. Roberta B. Dunn, the deputy assist- 
ant secretaiy of the student aid prof rams, and also Mr. Charles 
Kolb, the acting deputy undersecretary for planning, budget and 
evaluation. 

Both of these people have been well known and long-time friends 
of the committee in whom we have trust, and we are very glad 
they are working with you. 

Mr. Secretary. 

STATEMENT OF HON. LAURO F. CAVAZOS, SECRETARY, U.S. DE- 
PARTMENT OF EDUCATION, WASHINGTON, DC, ACCOMPANIED 
BY CHARLES E.M. KOLB, DEPUTY UNDERSECRETARY FOR 
PLANNING, BUDGET AND EVALUATION, AND DR. ROBERTA B. 
DUNN, DEPUTY ASSISTANT SECRETARY FOR STUDENT FINAN- 
CIAL ASSISTANCE. OFFICE OF POSTSECONDARY EDUCATION 

Secretary CAV/iZOS. Thanl: you very much, Mr. Chairman. 

I am certainly pleased to be here today to present President 
Bush's legislative proposals on the Educational Excellence Act of 
1989 and the department's student loan default initiative. 

Now I would like to summarize my statement, if I could, Mr. 
Chairman, and ask that the entire statement be included in the 
record. 

Senator Pell. Without objection. 
Secretary Cavazos. Thank you» sir. 

It is gratifying to be able to count on both you and Senator 
Kassebaum as cosponsors of the Educational Excellence Act. In 
fact, thanks to the dedicated efforts of Senator Kassebaum and Mr. 
Goodling in the House, we now have a total of 36 cosponsors in the 
Senate and 86 in the House. 

Last vear, you and your colleagues in the 100th Congress pro- 
duced the landmark Hawkins-Stafford Elementary and Secon<wry 
School Improvement Amendments of 1988. That law advances the 
quality of Federal elementary and secondary education programs 
in many significant ways. It improves program accountability in 
Chapter 1 and Drug-Free Schools programs, expands parental 
choice through a reauthorized magnet schools program, provides 
greater flexibility to school districts in implementing bilin;^ual edu- 
cation programs, enhances parental involvement in programs for 
disadvantaged children and stimulates educational reform innova- 
tion. 

America needs the Educational Excellence Act, and let me tell 
you why I firmly believe this to be the case. 

You've heard me talk about our education deficit in this country. 
The fact that we now outspend the rest of the world in education 
does not, in any way, make up for the fact that when it comes to 
solid results, our students and our schools simply aren't getting the 
job done. 

Despite some promising State reform efforts, this year'a State 
Education Performance Chart, known as the "Wall Chart", indi- 
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cates that our performance on the whole is stagnating. The State 
and local-level reforms that have been implemented across the 
country in the wake of "A Nation at Risk" are exciting and posi- 
tive, but much still remains to ht done. Those reforms must contin- 
ue, must expand, must take root, and most importantly of all, they 
must work. And that is what the President's agenda is all about 
and that is precisely why I am before you today to urge passw^e of 
the President's Educational Excellence Act of 1989. 

If you look closely at the components of this bill you will see 
that, for the most part, they are intended to help stimulate and en- 
courage education reform through Federal seed money, targeted 
awards and grants, and expanded research that we hope will 
produce innovative and successful strategies for reform. 

Our proposed legislation would complement the work of the 
100th C!ongress in several important ways: 

First, it is based on the principle that Federal dollars should help 
those most in need; 

Second, it must encourage schools and teachers to strive for ex- 
cellence and success by recognizing and rewarding educational 
process; 

Third, it would extend to parents who do not have the opportuni- 
ty to exercise choice in selecting schools for their children; 

And finally, it would encourage the development of flexible sys- 
tems to enrich the ranks of the teaching profession. 

Both President Bush and I are very proud of this legislation. The 
department and the White House worked closely together in shap- 
ing this bill, and we certainly appreciate the favorable reception 
you, Mr. Chairman, and others have afforded this proposal. We 
want to work closely with you to ensure that these proposals re- 
ceive serious consideration and, of course, speedy enactment. 

The Educational Excellence Act of 1989 contains seven new pro- 
grams: 

The Presidential Merit Schools Program would provide cash 
awards to schools based on criteria related to improvement of stu- 
dent performance in basic skills, creation of a safe, drug-free school 
environment, and reduction of the drop-out rate. 

Mc^net Schools of Excellence would bring the many recognized 
benefits of magnet schools within the reach of the community that 
might not qualify for desegregation-related Magnet Schools Assist- 
ance programs recently authorized by the Hawkins-Stafford 
Amendments. 

Under the program for Alternative Certification of Teachers and 
Principals, the department would provide assistance to States that 
are interested in expanding the pool of talent from which they may 
draw teachers and principals. 

Tb'-jugh tho Presidential Awards for Excellence in Education, 
aWw -ds of $5,000 each would be given to teachers who meet the 
hi»iest standards of excellence. 

Drug-Free Schools Urban Emergency Grants would -supplement 
programs currently supported by the Drug-Free Schools and Com- 
munity Act. 

And for Historically Black Colleges and Universities, the Presi- 
dent s bill would amend the Higher Education Act to provide addi- 
tional support for matching endowment grants. 
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The National Science Scholars Program would provide undei^ 
graduate college scholarships of up to $10^000 a year to students 
^0 have demonstrated excellence and achievement in the life, 
plwsical, or computer sciences, mathematics or engineering. 
^ Mr. Chairman, in concert with the many fine progiams author- 
wed by the Hawkins^tafford Amendments, the programs con- 
tamed in the Educational Excellence Act of 198S r/ould greatly ad- 
vance our efforts to achieve a better educated America. 

I urge this con niittee and the Congress to take prompt and fa- 
vorable action on this legislation. I also urge you to take a look 
around you to see the many things 4;hat are occurring throughout 
our States. Many of your own States, pursuing innovations in edu- 
cation, are making a real difference. I have cited several examples 
in the statement that I have submitted for the record. 

The President and I want to encourage this development through 
reforms, rewards, grants, research and the innovation that you will 
fmd m the Educational Excellence Act of 1989. 

Finally, Mr. Chairman, ! would like to touch briefly on a subject 
that I know is of vital concern to the members of this committee. 

To address the underlving causes of student loan defaults, I have 
promulgated final regulations on default reduction. These reduc- 
tions and additional regulatory, legislative and administrative 
measures will help address the m^or causes of defaults in all sec- 
tors of postsecondary education. 

These measures build on default reduction actions previously 
taken by the department. For instance, in 1986 we instituted strict- 
er due-diligence servicing and collection requirements bv lenders 
and guarantee agencies. Also, we have recently hired new staff in 
the OfiiT'e of Studert Financial Assistance to review the compli- 
ance of schools, lenders, and guarantee agencies with requiremerits 
of the Guaranteed Student Loan Program. 

Schools must shoulder their fair share of the responsibility. We 
beheve the principal school-related causes of the high default rate 
are: 

(1) Enrollment of, and granting Federal student aid to, students 
lacking true abil." y to benefit from the training offered; 

(2) inadequate educational and support services; 

(3) inadequate job placement efforts by institutions; and 

(4) failure to inform student borrowers of their rights and obliga- 
tions regarding student loans. 

The re^la* )ry and administrative actions I announced on June 
1 are designed to address these problems, complementing our prior 
default reduction activities. 

Through le^lation, we are proposing changes in the ability-to- 
benefit provision so that, in order to be eligible for Federal aid, a 
student without a high school diploma or a GED would have to 
pass a test on his or her ability to benefit from the educational 
courses before that person enrolls. These tests, in contrast to cur- 
rent practice, would be designed and administered by an independ- 
ent party designated by the Secretary. 

Our legislative proposals would also prohibit schools receiving 
Federal student aid funds from using commissioned personnel to 
recruit or admit students. 
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We will also propose to expand the pro rated tuition refund re- 
quirement for borrowers at schools with over a 30 percent default 
rate by making it apply to all Title IV aid recipients, not just to 
student loari borrowers. And these proposals, along with the rest of 
our legislative package and our regulatory approach, should help 
arrest the growing default rate and ensure that the funds in posfc- 
secondary education go for quality education and training. 

This concludes my statement, Mr. Chairman. Mr. Kolb, Dr. 
Dunn, and I would be pleased to answer your questions, sir. 

[The prepared statement of Secretary Cavazos follows:] 

Prepared Statement of Secretary Cavazos 

Mr. Chairaan and Members of the Subcommittee: 

I am pleased to be here today to present President Bush's legislative proposals on 
the Educational Excellence Act of 1989 and the department's ctudent loan default 
initiative. With me today are Charles Kolb, Deputy Under Secretary for Planningv 
Budget and Evaluation, and Roberta Dunn, Deputy Assistant Secretary for Student 
Financial Assistance. 

Mr. Chainran, it is Ratifying to be able to count on both you and Senator Kasse- 
baum as coeponsors of the Educational Excellence Act. In fact, thanks to the dedi- 
cated efforts of Senator Kassebaum ^nd Mr. OooJling in the Hoiise, we now have a 
total of 36 cosponoors in the Senate and 86 in the House. 

Last year, you and your colleagues in the 100th Congress produced the landmark 
Hawkins^tafford Ek jntary and Secondary School Improvement Amendments of 
lt^v-8. That law advances the quality of Federal elementaiy and secondary education 
programs in many significant ways. It improves program accoimtability in the 
Chaptor 1 and Drug-Pree School programs, expands parental choice through a re- 
authorized ma^et schools program, provides greater flexibility to school districts in 
implementing bilingual education programs, enhances parental involvement in pro- 
brams for disadvantaged rhildren, and stimulates educational reform and innova- 
tion. 

America needs the Educational Excellence Act. Let me tell you why I firmly be- 
lieve this to be th^ case. You've heard me talk about our "education deficit" in this 
country. The fact that we now outspend the rest of the world in education does not, 
m any way, make up for the fact that when it comes to solid results, our students 
and our schools overall simply aren't cutting it. Despite some promising State 
^''°i?^«?J(°?f*^iJ*^.y®^'" "State Education Performance Chart"— popularly known 
as the Wall Chart —indicates that our performance on the whole is stagnating. I 
said when the Wall Chail" was released, and I'll repeat it to you today— the situa- 
tion scares me; it should scare you too. 

TTie State and local level reforms that have been implemented across this country 
in the wake of Nation At Risk are exciting and positive, but much still remain^^ to 
be done. These reforms must continue, must expand, must take root, and— most im- 
portant of all— must work. That is what President Bush's agenda is all about, and 
that is precisely why I'm before you today urging passage v * the President's Educa- 
tional Excellence Act of 1989. If vou look closely at the components of this bill, 
you'll see that, for the most part, they are intended to help stimulate and vncourage 
education reform through Federal seed money, targeted awards and pants, and ex- 
panded research that we hope will produce innovative and successful strategies for 
reform. 

Our proposed legislation would complement the work of the 100th Congress in 
several important ways. First, it is based on the principle that Federal dollars 
should help those most in need. Second, it would encourage schools and teachers to 
strive for excellence and success by recognizing and rewarding educational progress. 
Third, it would extend to parents who do not now have the opportunity to exorcise 
choice in selecting schools for their children. And finally, it would encourage the 
development of flexible systems to enrich the ranks cf the teaching profession. 

Both President Bush and I are very proud of this legislation. The department and 
the White House worked closelv in shaping this bill, and we certainly app4 3ciate the 
favorable reception you, Mr. Chairman, tztd others have afforded our proposals. We 
want to work closely with you to ensure that these proposals receive serious consid- 
eration and, of course, spevnly enactment. 
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iMt ue ju8t take a few minutea now and explain to you briefly the details of th^ 
seven new programs in the Educational Excellence Act of 1989: 

• The Pmidtntial Merii SchooU program would provide cash awards to schools 
based on critena related to improved student performance in basic ski^^, cre- 
ation of a safe and drug-free scnool environment, and a reduction in the drop- 
out rate. The legislation would authorise $250 million for fiscal year 1990. in- 
creasing to $500 million by fiscal year 1993. Funds would be allocated to States 
based in part on school-age population and in part on each State's share of 
fUnds from the Chapter 1 Basic Grant Program, Many schools are struggling 
a^^ainst difficult odds to create an environment for their students Uiat is condu- 
cive to learning. I believe we should recognize and reward the efforts of those 
schools tc improve and provide encouragement for other schools to follow their 
lead. The point here is a simple one— not to reward schools that have alraac^ 
"made it'' but to roward those that are ''making it'' right now* 

• Magnet Schoob of Excellence would bring the many recognized benefits of 
magnet schools within the reach of communittae that might not qualify for the 
desegregation*related Magnet Schools Assistance program recently reauthorized 
by the Hawkins-Staffora Amendmeuts* This complementary program would 
have the dual purposes of promoting open enrollment through parental choice 
and strenflthemng the knowledge of e ^mentary and secondary students in aca* 
demic and vocational sul:|fects. To ensure that funds are available to benefit 
children who are most in need, the department would encourage applications 
that recognize the potential of educationally disadvantaged children to benefit 
from magnet schools programs. Tm sure that all of you have seen the stories In 
the Waenington Poet and perhaps In your local newspaper? about tiiose parents 
who line up for davs outride local magnet schools in order to enroU their chU* 
dren. They do so for a reason*— magnet schools work, and George Bush and I 
want to fmd ways to expand magnet schools and other examples of choice^ all 
across thiu countxy. 

• Under the program for Alternative Certification of Teachere and Principaht the 
department would nrovide assistance to States that are interested in expanding 
the pool of talont from which they draw teachers and principals. An authoriza- 
tion of $26 million, for fiscal year 1990 only» would provide one-time grants to 
States to support such activities as training, program development, and evalua- 
tion. This program would offer an incentive for States to design flexible certifi- 
cation ratems to draw into education talented professionals who have demon- 
strated their subject matter competence or leadership qualities in fields outside 
education. I believe many of our country's scientistB, enffineers, and business 
men and women would make outstanding and talented eaucatorSi and I would 
like to see our school children benefit from their expertise. 

• Through Preeidential Awards for E:^llence in Educationf awards of $5,000 
each would be given to teachers who meet the highest standards of excellence* 
Our schools are blessed with many teachers who are highly motivated and com- 
mitted to excellence. These teachers succeed ..ot only in imparting subject 
matter knowledge, but also in instilling in their students an appreciation of the 
value and importance jf educaH.on, and for this I believe they should be reward- 
ed. For these Presidential teacher awards, the legislation would authorise $7.6 
million annually. 

• Drug-Free Schoole Urban Emergen^ Orants would supplement programs cur- 
rently supported by the Drug-Free Schools and Communities Act. Urtwn school 
districts are often diroroportlonately affected by drug trafficking and abuse. I'm 
sure you'd agree with me that the presence of drugs in our schools— and the 
violence that so oiten attends drugs— is a national tragedy. This program would 
authorize $25 million per year for one-time grants to urban districts experienc- 
ing the most severe dnu problems. These grants would enable school districts 
to undertake the kind of comprehensive action plans that we believe are essen- 
tial if they are to eliminate the serious drug problems that affect the schools 
and students within their boundaries. 

• For Hietoricalh Black Coll^ and Universitiee. the President's bill would 
amend the Higher Education Act to provide additional support for endowment 
matching grants. HistoricaUv Black Colleges and UniversiUes play a vital role 
in the American system of higher education, yet many of them are weaker fi- 
nancially than comparable institutions. Over a four-year period, the bill would 
authorize $60 million for grants that could be used to match private sector con- 
tributions to the schools' endowment fUnds. Income trom the endowment fimds 
could be used to improve academic programs as well as institutional administra- 
tion. 
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• The National Science Scholars program would provide undergraduate college 
■cholarahipe of up to $10,000 a year U) students who demonstrate excellence and 
achievement in the life, physical, or computer sciences, mathematics, or engi* 
peering. American students are Just not choosing to enter these professions in 
laige enough numbers, and the country is in danger of suffering a serious short* 
fall of scientists, mathematicians, and engineers by the year 2000. 1 believe this 
program could help ua avert that danger. The legislation would authorize $5 
milhon for fiscal year 1990, increasing to $20 million by fiscal year 1993. Each 
year, the I^ident would select 670 scholarship recipients after considering the 
recommendations of an advisory board and Members of Congress. 
Mr. Chairman, in concert with the many fine programs authorized by the Haw- 
Amendments, the programs contained m the Educational Excellence 
Act of 1989 would greatly advance our efforts to achieve a better^ucated America. 
I urge this committee and the Congress to take prompt and favorable action on this 
legislation. I al o urge you to take a look around you, to look at what's going on in 
many of your own States. 

Rhode Island recognizes the principle of merit schools in its "Governor's Schools 
Program," in which certain schools in high-risk areas receive additional funding to 
improve the quality of their education. Providence has a successful magnet schools 
program, and there's a "Best and Brightest" program that awards ftinds to students 
studying to be tc^ch^rs. 

The Kaxisas le^iati has appropriated $2.5 million for Educational Excellence 
grants and At-Risk !:*udents grants. The State is active in designing substance 
abuse prevention curricula and has an Alternative Certification program at Kansas 
State University fox rural cit^zcus. 

In Ohio, magnet school programs are underway, and the legislature there has 
Men bills introduced f .r programs to free excellent school districts from certain 
State requirements r «1 to establish tests that can be compared across districts to 
help improve accoun; ability. 

In Hawaii, the Stf te Bc«ird of Education annually selects 50 teachers and two 
pmcipals to receive $2,000 awards each, hased on nominations by teachers and 
school districts. 

minois has a statewiJa math and science magnet high school. It is also studying 
various choice programs across the country to see what^ effective. 

Mississippi has a statewide math and science magnet school, as well 03 several 
programs that recognize outstanding schools. 

In Maryland, 12 percent of Prince Georges County's 104,000 students are enrolled 
in magnet schools. Montgomery County alone has some 14 magnet schools. The Gov- 
ernor s Academy for Matliematics, Science, and Technology awards $1,200 stipends 
to teachers who continue their education in math and science. Alternative teaching 

Krograms may be found at the University of Maryland and Western Maryland Col- 
^e. 

JJtah's Governor has proposed a "Schools of Progress" program and is piloting a 
privately run teacher certifitauon program at Brigham Young University. 

I m sure that Senator Thurmond is proud of the many excellent reforms that are 
underway in South Carolina, a State that is one of the leaders in education reform 
and innovation. South Carolina has, for example, programs for rewarding schools, 
aistncts, and vocational centers that improve student performance, as well as a 
Teacher Incentive program to reward outstanding teachers. 

I could go on, but my point here should be obvious— many of your own States are 
pursuing innovations in education that are making a difference. The President and 
I want to encourage this development through the reforms, rewards, grants, re- 
search, and innovations that you will find in the Educational Excellence Act of 

Finally, Mr. Chairman, I would like to touch briefly on a subject that I know is of 
vital concern to the members of this committee. To address the underlying causes of 
student loan defaulcs, I have promulgated final regulations on default reduction. 
Those regulations, and additional regulatory, legislative, and administrative meas- 
ures, will help address the m^or causes of default in all sectors of postsecondary 
education. 

These measures build on deiault redaction actions previously taken by the depart- 
ment. For instance, in 1986 we instituted stricter "due diligence" servicing andcol- 
lection requirements for lenders and guarantee agencies. Also, we have recently 
hired new staff for the Office of Student Financial Assistance to review the compli- 
ance of schools, lenders, and guarantee agencies with requirements of the GSL no- 
gram. 
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Our initiative ii baaed on the principle that each of the many participanta in the 
GSL Promm beara a reaponaibiliW for reducing defaulta. Taking all theae atepa to- 

Gther, I believe we have a toughp but fair and workablOp solution to the coatly prob- 
n of atudent loan defaulta. And when I aay ''coatly" I mean it in two aenaea: (1) 
the coat to the taxpayer in waated reaourceap and (2) the cost to thoae atudenta who 
are being cheated out of an education. Thia ia why my appKx^ach has alao included 
atrong meaaurea that will enhance "conaumer protection/' 

Schoola muat ahoulder their fair ahare of the reaponaibility. We believe the princi- 
pal achool-related cauecd of the high default ratea are: (1) enrollment of, and grant- 
ing Federal atudent aid tOp atudenta lacking true ability to benefit from the training 
offered; (2) inadequate educational and aupport aervicea; (3) inadequate Job place- 
ment efforta by inatitutiongp and (4) failure to inform atudent borrowera of their 
righta and obligationa regarding atudent loana. The regulatory and administrative 
actions I announced on June 1 are designed to address these problemsp complement- 
ingour prior default reduction activities. 

Through legialationp we are propoaing changea in the ''ability to benefit" provi- 
aiona ao that in order to be eligible for Federal atudent aid» a atudent without a 
high achool diploma or a GED would have to paaa a teat of hia "ability to benefit ' 
from the educational couraea before he enrolla. Theae teats* m contrast to current 
practice, would be designed and adminiatered by an independent third party, desig- 
nated bv the Secretary. In thia way, our proposal would limit draatically the oppor- 
tunity for unacrupuloua achoola to exploit the "ability to benefit" proviaion at the 
expenae of thoae people it waa intended to help. 

The principle meana that achoola use to cuaw many thouaanda of unauapecting 
victims into programs from which they cannot benefit, tlm>ugh miarepreaentationa 
and other unacrupuloua practicea, ia the infamoua commiasioned aalesman. Accord- 
mghf, our legialative propoaala would prohibit achoola receiving Federal atudent aid 
funda from using commiaaioned peraonnel to recruit or admit atudenta. 

We will alao propoae to expand the pro rata tuition refimd requirement for bor- 
rowers at achoola with over a 80 percent default rate, by making it apply to all Title 
IV aid recipienta, not Juat atudent loan borrowera. Thia would reduce farther the 
incentive for schoola to concentrate on enrollmenta rather than completions. Theae 
propoaala. along with the reat of our legialative package and our regulatory ap- 
proach, ahould help arreat the growing default rate and ensure that fUnda spent in 
poataecondary education go for quality education and training. 

Thia ooncludea my prepared statement, Mr. Chairman. Mr. Kolb, Dr. Dimn, and I 
would be pleaaed to anawer your queationa. 

Senator Pell, Thank you very much indeed. 

I would now turn to our ranking minority member, Senator 
Kaasebaumi for any statement she would care to make. 

Senator Kasskbaum. Thank you, Mr. Chairman. 

I would just ask that my full statement be made a part of the 
record. 

I would like to conmiend you, Mr. Chairman, for your bipartisan- 
ship in this effort not only for cosponsoring the President s educa- 
tional proposals but also for holding hearings and moving this initi- 
ative right along. 

I would also say that the importance of excellence in education 
cannot be overstated. I am so pleased that President Bush has 
made it a pillar of his initiatives, having said he wanted to be the 
'Education" President. As you have heard me say, Mr. Secretary, I 
think it's a great opportunity for him to utilize the office of the 
presidency as a bully pulpit, because our Nation has enjoyed an ex- 
ceptionally strong educational system. 

But we can't ^ord to rest on our laurels, and no one has ad- 
dressed this or understands it better than you, Mr. Secretary. As 
the world is becoming more interdependent and more competitive, 
we must rise to the challenges that this presents. The jobs of the 
future will increasingly require skilled workers who are capable of 
adapting to rapidly changing technologies. 
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I would also like to commend not only the President's advocacy 
of education but also the initiatives in the area of guaranteed stu- 
dent loan defaults. You have addressed that, and we will be ad- 
dreosingit further, but I think it's very important. 

Mr. Chairman, I would ask that my full statement be made a 
part of the record. 

Senator Pell, Without objection. 

Prepared Opening Statement op Senator Nancy Landon 

Kassebaum 

I am pleased to participate in this morning's hearing on the Educational Excel- 
lence Act of 1989 and on thn administration's guaranteed student loan default ini- 
tiatives. 

I was happy to have the opportunity to introduce President Bush's education 
package in the Senate. This measure has 36 coeponsors, including the distinguished 
chairman of this subcommittee, Mr. Pell. I very much appreciate the spirit of bipar- 
tisanship with which Chairman Pell has approached this legislation, not only by co- 
sponsoring the Educational Excellence Act but also by scheduling prompt hearings 
on it. 

The importance of excellence in education cannot be overstated Our Nation has 
etvoved an exceptionally strong educational system, but we cannot afford to rest on 
our laurels. The world is becoming more interdependent and more competitive, and 
we must rise to the challenges this presents. The jobs of the fiiture will increasingly 
require more skilled workers who are capable of adapting to rapidly changing tech- 
nologies. 

In this environment, we cannot remain stagnant. The proposals put forward by 
President Bush offer some important guidepoets for directing our efforts. 

They provide that excellence in education and in teaching be recognized and re- 
warded. They encourage experiment and innovation, and they seek to assure that 
Federal education dollars are carefully targeted. 

The President's commitment to these principles and his strong advocacy of educa- 
tion are to be commended. I commend, as well, his initiatives in the area of guaran- 
teed student loan defaults. 

The regulations recently issued by the Department of Education reflect a thought- 
ful, fair, and tough approach to a problem which will cost taxpayers about $1.8 bil- 
lion in this year alone. Well over one-third of guaranteed student loan expenditures 
go toward default costs. It is essential that this serious problem be addressed in 
order to mantain the integrity of the loan program and the widespread support it 
has eiyoyed. 

Tiie regulations emphasize constructive steps to be taken by institutions, based on 
their individual default rates. The institutions are given a reasonable amount of 
le^time in which to initiate reforms— with limitation, suspension, or termination 
aST) of program eligibility not taking effect until January 1991. In the meantime, 
the department will be taking several other steps to address this problem— particu- 
larlv when more refined datr about default ratej becomes available in the coming 
weelu. I also look forward to receiving propoeed default legislation, which I under- 
stand will be submitted later this month. 

I look forward to hearing from our witnesses and want to thank Secretary Cava- 
zos, in particukr, for joining us today. 

Senator Pell. We are also honored to have the ranking member 
of the full committee with us. 

If you would care to make an opening statement, we would be 
delighted. 

Senator Hatch. Thank you so much, Mr. Chairman. I appreciate 
that courtesy. 

I am very happy to work with you and the distinguished rcinking 
member on this committee. Senator Kassebaum, to try to come up 
with the very best in education. And I am pleased to be a cosponsor 
of the administration's bill with Senator Kassebaum. 
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We welcome you, Dr. Cavazoe. We appreciate having you here. 
We appreciate the efforts that you have made. I have read your 
statement, and I think it's an excellent statement. Some of the 
things you are trying to do, I think, are long overdue. I just want to 
express my appreciation for vour leadership in this area. 

1 also would like to say tnat I personally appreciate the distin- 
guished chairman of this committee. He works long and hard to try 
to make sure that we all come together to pass education programs 
that are really worthwhile, and he deserves a lot of credit and has 
deserved a lot of credit through the years. 

Mr. Chairman, having said all of that, I would just like you co 
put my formal statement in the record. 

Senator Pell. Thank you very much. 

Without objection, your statement will be put in the record. 

LThe prepared statement of Senator Hatch follows:] 



Mr. Chairman, I am delighted to welcome the Secretaxy of Education, Dr« Lauro 
Cavazoe* o the committee this morning as well as our other expert witneesee. Hub 
Ib the kick-off of what I know will be a lengthy and thoughtful consideration by the 
subcommittee of legislation intended to encourage educational excellence in Amer- 
ica. 

Wherever I go in Utah, citizens of my State tell me that they are concerned about 
education. I have received letters from parents and students, alike, questioning the 
adequacy of the education we are providing for the next generation of Americans. 
The business community has voiced its concern about the ability of our educational 
gvstem to prepare our youth for the technologically advanced jobs of the ftiture. 
Clearly, we need to focus attention on the multiple issues in education, and we must 
work with State and local school authorities to develop effictive olutiona to the 
problems of illiteracy, drug abuse, college financing, and providing .opportunities for 
the economically disadvantaged and other special groups. 

While I have, and will continue to support, various Federal programs to assist 
States and local education agencies provide a quality education, I am still an enthu- 
siastic supporter of local school districts and their leaders. School board members 
and superintendents all over America hold the future of their own sons and daugh- 
ters in their hands. For that reason, they should have maximum flexibility to design 
and implement the educational programs they want for their individual communi- 
ties. All the answers do not come from inside the Washington Beltway. And, there 
is no reason the Federal progi ams we support to assist these State and local educa- 
tion efforts have to be so complex and prescriptive that teachers and principals 
must spend m^i^o time filling out forms than teacriing the children. 

I want to compliment the Bush administration for its comprehensive ''Education- 
al Excellence Act," of which I am pleased to be a cosponsor with the distinguished 
ranking member of this subcommittee. Senator Kassebatmi. This l^gialation address- 
es several key educational needs, including the recognition and encouragement of 
teaching talent, science and math education, support of Historically Black Colleges, 
and the elimination of drugs from our schools. I want to commend Secretary Cava- 
zos tor his role in developing this package. 

Finally, I want to salute the chairman of this subcommittee. Senator Pell. He has 
always been willing to work in a bipartisan manner to achieve effective results. I 
look forward to working with him. Senator Kassebaum, and the other members of 
this committee on education legislation in the lOlst Congress. 

Senator Pell. NoWi the ranking members of the subconmiittee 
and the full committee having had an opportunity for their open- 
ing statement, I would like to go directly to a couple of questions 
here. 

First, Mr. Secretary, as you know, our own legislation targets the 
schools, the banks, and the guarantee agencies with high default 
rates. 
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Why do the banks and the guarantee agencies escape such close 
scrutiny in your own proposals? 

Secretary Cavazos. Dr. Dunn, do you war^t to open on that? 

Dr. Dunn. Senator, the department and tlie Secretaiy agree with 
you completely that all the participants ii the student loan pro- 
gram should shoulder their responsibility— the students, the 
schools, the lenders and the guarantee agencies. Again, we agree 
with you that they should all carry their fair share. 

However, the department, as the Secretary mentioned in his tes- 
timony, in 1986 enacted more stringent, what we call "due dili- 
gence ' requirements. These are servicing or collection procedures 
which are necessar]^ for the lenders and theguarantee agencies to 
retain the Federal insurance on the loans. That series of due dili- 
gence requirements really hits the guarantee agencies and the 
lenders more sternly, in their pocketlKK)ks than many people real- 
ize. We believe that these new requirements really are working 
and that they will help decrease defaults. 

Also, because the department is concerned that access students 
to postsecondary education not be limited by measures vrhich 
might encourage /estricting nccess, the department would be con- 
cerned that enactin), default management plans for either lenders 
or guarantee agencies based on default rates might have the possi- 
bility of discouraging those types of institutions from serving some 
of the more at-risk populations. 

So, we delivered that we had covered them, the lenders and guar- 
antee affency, previously. We were a bit reluctant to do it again 
and in the way you suggest However, they did not totally escape 
this time around either. There are four new things that the depart- 
ment would req^uire of guarantee agencies and lenders. 

First of all, m the new final regulations, we require banks to 
notify schools when their former students are becoming delinquent 
on their guaranteed student loans. 

We also require guarantee agencies to institute more reviews of 
lenders and of schools. 

We also, in the notice of proposed rulemaking, are suggesting 
that lenders will notify borrowers when their leans are sold if the 
sale of the loan means the student has to pay their check to an- 
other mstitution. We thin'- that will help the default problem. 

And also we are suggesting, in our legislative t>ackage, that 
banks institute a graduated repayment schedule. A lot of the de- 
faults occur when a student has just left school, has started a job, 
and is earning a lower income than he or she will later when he or 
she has gained some earning power. And what at a minimum we 
would require is that a bank, in the first year that a student is 
paying back the student loan, ofiFer a program whereby the student 
could pay the interest only and then, perhaps also for the next 
three years as their wages go up, pay slightly higher payments. 
Then, in the fifth through the tenth yf>ar, the student would pay 
back a larger amount in order to complete the loan. 

So we are doing other things in this package which affect lenders 
and guarantee agencies. 

Secretanr Cavazos. Mr. Chairman, if I might add to that discus- 
sion, which I certainly think clarified our position, overall we are 
trying to make the point that everyone is m a partnership in this 
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effort. It is not just the schools, the students, the lender agencies, 
the banks, but it is all of us together. We believe our proposal is of 
benefit to the entire Nation. Over the years, an evolution of our 
regulatory process has lead the department tc a position now that 
is more encompassing. I think that this is almost the last phase of 
this process. 

It IS really the first major overhaul of the effort in a number of 
years. 

Senator Pell. Thank you very much. 

I would add. Dr. Dunn, that we miss you on the committee, but 
we are venr glad you are where you are. 

I would like to ask another question of Dr, Cavazos. That is, is it 
your intention to implement the new regulations based, as I men- 
tioned in my opening statement, on the 1987 data or will you be 
able to wait until September and use the 1988 data? 

Secretary Cavazos. Well, Mr. Chairman, it was not our intention 
tc use that 1986 data. 

Senator Pell. 1987 data. 

Secretary Cavazos. 1987 data on that, nor do we intend to use 
them. 

Senator Pell. All right. 

Secretary Cavazos. ^d we are not going to use that to impose 
any penalty on any institutions. 

Now, what we are really getting at here is that we will correct 
any technical errors that are in the data and certainly we will 
bring the data into line. 

It dceti permit us to take one important action, using the 1987 
data, which is to notify those schools that have a high default rate 
already that they had better steurt an^zing their default situation. 
At the same time, we promise, Mr. Chairman, that we will work 
with those schools to make sure that we ultimately arrive at the 
same set of data before we start putting into place our imposed 
penalties or taking other actions. 

I want to emphasize again that in our original statement we did 
point out that we needed to refine the data and we will continue to 
do that. And we will by the end of the summer have a new set of 
data that will be the basis for our future discussions relative to 
where a school stands. 

I would like to focus on one additional thought. We must focus 
on the fact that student loan defaults are still costing taxpayers 
$1.8 billion dvring the past year. And therefore, that is reducing 
access to a quality education to a large number of our students. 
That represents, as you know, Mr. Chairman, 87 percent of tlie 
total amount that we have available in those loans. To address this 
problem, I agree that we must sharpen the data, and we will do 
that, I promisi) that. 

But the other side of it is we mu9t not lose sight of where we 
hope to go, and that is to really put in some requirements in there 
that will benefit the students, that will benefit the institutions, 
that will help us address this issue and just get that loan default 
problem out of thr w^. 

So I promise yo i, Mr. Chairman, that we will clean that data up. 

Senator Pell. Good. Thank you very much. 
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I would now defer to the ranking minority member, Senatoi' 
Kassebaum. 

Senator Kassebaum. Mr. Secretary, I would like to ask aboiic the 
merit school proposal. I believe that the States would make the se- 
lections and set up the program, but you will design the criteria. 
Could you elaborate a bit on how this would work? 

Secretary Cavazob. All right. Well, actually we are looking at a 
combination of Federal and State involvement. The merit school 
proposal is an excellent proposal. Basically, what it does is not just 
reward merit as such, but rather improvment or movement 
toward merit. 

As you recognize, Senator, there are a lot of meritorious schools 
in this Nation already. They are doing good jobs and we need to 
continue to encourage that. 

But the schools targeted by this proposal will meet special crite- 
ria. For example, these are schools that over a period of time will 
turn around their drop-out rates, will improve their test scores, 
will have a drug-free campus, will have improvements in terms of 
their students' skill levels in terms of writing and mathematics, 
and other areas. In many cases, schools will be selected that are 
composed of student bodies that have substantial numbers or pro- 
portions of students from low-income families. In other words, 
these are schools that are going to take an extra step and they will 
tru^ 7 improve themselves. 

Now, within each State, the presidential merit schools would be 
selected by a special State panel using State and Federal criteria. 
So, both will contribute to that part. But what we are looking at 
here. Senator, is a partnership between the State and the Federal 
level to develop these criteria. 

Senator Kassebaum. And essentially just to recognize progress in 
those areas. 

Secretary Cavazos. Yes, ma'am. In significant areas where we 
feel we must start turning around, this is a good way to say, we'll 
reward improvement of a school's drop-out rate, improvement of a 
school's test scores— a host of educational improvements that this 
program will reward. 

Senator Kassebaum. Funding for the program, which, would be 
$250 million for 1990 and $500 million by 1998, would go to college 
scholarships and various programs at the school, or equipment. Is 
that correct? 

Secretary Cavazos. It will go directly to the schools, and they 
will make their decisions as to where they want to spend it consist- 
ent with educational advancement. And I can think of a lot of 
places, if I were a school administrator, where I would love to put 
that kind of money. 

Senator Kassebaum. Well, for instance, does the State get a cer- 
tain amount of money based on the population of that State 
and 

Secretary Cavazos. It would be on a formula basis. 

Senator Kassebaum. Can the States then select the number of 
schools that they want? I meaii maybe some would only pick one or 
two, some States might pick five or six. 

Secretary Cavazos. It s going to vary. 

Senator Kassebaum. Is that up to the States? 
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Secretary Cavazos. Cha.-lie, do you want to add to that? 
Mr. KOLB. Yes. Basicalljr we see this, as the Secretary said, as a 
cooperative relationship with basic macro-Federal criteria that the 
Secretaiy outlined and then the States would have an opportunity 
GO elaborate on that to meet their specific needs. 

The State could then make its own selections, using these crite- 
na. But the State would be in the position basically to determine 
the amount that each merit school would get. And they could do 
this, for example, based on certain State-determined criteria that 
would look at things Uke school size or economic circumstances of 
the student body. 
So we want to build flexibility into this program as well. 
Secretary Cavazos. I might add. Senator, that we see this as 
serving another point and that these r^is really model systems, ex- 
cellent model systems, and the second piece of it is incentives for 
other schools to excel. This is the direcwion we are going. 

Senator Kassebaum. Well, I think that serves a very useful pur- 
pose. I think many times that highlighting model programs is just 
as valuable as offering financial incentives. 

I would like to turn to alternative tearlier certification. I thirJc 
that there is about $25 miUion requested tor that initiative, which 
IS not necessarily a new idea. It if one that has been around for a 
while and has gone through various analyses. 

What do you see the $2P million being used to do, and exactly 
how would yo'i envision the program working? 

Secretary Cavazos Alternative teacher and principal certifica- 
tion IS a cornerstone of the Educational Excellence Act. As you rec- 
ognize and the members of this committee recognize, we have a se- 
rious problem in mainttuning a sufficient number of teachers in 
very, very critical areas, particularly in the suburbs of mathemat- 
ics and science, as well as increasing the number of minority teach- 
ers. We have a very low number of minority teachers in compari- 
son to the iiumber of minority students that are present in our ele- 
mentary and secondary schools. 

So the thrust of this legislation is to encourage the States on a 
one-time basis to seek ways to provide for alternative certification 
of teachers, principals, and administrators and to se*»k ways of 
doing that in a very, very efficient sort of manner. At the present 
fame there are a variety of States that use alternative certification. 
There are some Stateb that do not have it. 

It is our hope that as this money is allocated to all of the diff'er- 
ent States, they will use those dollars, either to improve existing 
alternative certification programs or to really look at the issuo and 
decide which direction to pursue. 

Now, we are not saving that a teacher doesn't have to have any 
preparation at all tc become a member of the teaching profession. 
But States need to look at issues like how much more education is 
required of a person in terms of formal teaching— should they use 
a mentor system or a master teacher program, or a variety of these 
strategies? 

Charlie, do you want to add anything? 
OL^^' T^°"*- V^ink just to point out. Senator Kassebaum, Kansas 
State University has experimented in precisely this area and has 
an alternative teacher certification program, I believe, for rural 
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citizens. This is exactly the sort of thing that the President and the 
Secretary want to support. 

Thif legislation ^ juld allow the funds to be used for a variety of 
purposes and experimentation in different models of alternative 
certification programs. 

Senator Kassebaum. So you will not ^ve the funds to the State 
itself, the State Department of Education, but you will give this 
seed money to, say, Kansas State University, if they apply for a 
grant? 

Mr. KOLB. Well, the money will go to the States. The States 
would apply for the amount of money that they would need based 
on the proportion of their school-age population. That is basically 
how the formula mechanism would work. And if there is any 
money left over, the secretary could reallocate that. 

But the $26 million is contemplated, I think, basically to be 
available over a two-vear period to encourage a number of the pro- 
grams that are out there now. Some of the programs that the Sec- 
retary . ntioned have been what I guess some people have charac- 
terized as emergency certification, and I think edtemative certifica- 
tion is building on that concept but allowing a little more experi- 
mentation to meet some of the needs that we know are present in 
our educational system and will be present into the next century. 

Senator Kassebaum. As you say, this is just a one-time grant to 
see how well it works and to encourage it? 

Mr. KoLB. Available for a two-year period, yes. Yes, ma'am. 

Secretary Cavazos. If I may add another point here, this be- 
comes cmother model system. It provides Federal leadership in 
saying this is something that should be looked at, another way of 
providing more quality teachers, into the Nation's pool of teachers. 
We would hope that the States will carry on from there. 

Let me just remind all of us of our need to increase the numbers 
of minority teachers. Almost 30 percent of our students ir elemen- 
tary and secondary school today are minority children and only 
about 11 percent of our teachers are minority teachers, 11 or 12 
percent. 

And the other thing that is disturbing is the decreasing number 
of minorities in the colleges of education who are preparing them- 
selves f^r a teaching career. So this is another way. Senator, of 
trying to address this important issue. 

Senator Kassebaum. Well, that's true. I think it's really very dis- 
turbing that we are not drawing students into education. I think 
one of our biggest responsibilities is to enhance the professionalism 
of teaching, and that comes with better pay and a recognition of 
the importance of that job. You know that, Secretary Cavazos, 
bettor than anybody. 

I just have one other question on the student loan default pro- 
gram. As I said earlier, I really applaud your efforte to try to ad- 
dress this issue in a constructive, thoughtful fashion. 

It is my understanding that your legislative package includes a 
provision which would require a third party to administer a test of 
ability to benefit. I would like to hear a little bit more about your 
plans. For example, if you are going to contract out, who will serve 
as this third party? 
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Secretary Cavazos. Let me start the discussion on that, Senator. 
I think it'o very, very important that a student have an ability to 
benefit if they are gwing to fo into any educational program re- 
gardless of its type. 

At the prewnt time, there is an ability to benefit provision in 
current law. However, the st'iJent t*"" this test and must demon- 
strate ability to benefi<^ keep duri .he time the student is en- 
rolled in a partict'!«ir prograin. Tl«.x«fore, that means a student 
can really enroll, start out, and be through the course before it is 
discovered thctt the student is not going to benefit in this program, 
and he or ahe drops out and this pr aenta our educations system 
with an enormous problem. 

Wh'^t we are proposing is to develop a nationwide system where 
there would be an independent set of people to administer these 
tes^^ to demonstrate ability to benefit, that the test be done before 
the student enrolls, and that the person or the people applying the 
test must be certified by the Secretary of Education. 

That is the mcyor thrust of that direction. 

Is there anythmg you want to add to that? 

Dr. Dunn. Yes. T was just going to add that the Secretary would 
designate various independent agencies who would both design the 
test and then administer it. The accrediting agency of the school in 
which the student wants to enroll would determine what is a pass- 
ing score on that test for the student in that particidar program. 

But we have some protections built in for the Secretary in case 
students admitted under that criteria, under that procedure, would 
not maintain the same graduation rate or the same job placement 
rate as other students. The Secretary would then have an option to 
be able to substitute another entity to determine the passing score 
and the Secretary would be able to take into account that perform- 
ance by the accrediting agency in reconsidering the agency^s status 
on the Secretary's recognized list. 

flow, one additional question that has come up is whether we 
would require the test to be administered offsite, not in the school. 
We have decided that the legislation we will propose is not going to 
require that the test be administered offsite. We believe that if it is 
administered on the school premises by an independent entity and 
administered in its entirety, something like how ACT tests or the 
SAT tests are now administered, this will protect us against abuses 
that currently occur. 

We thought long and hard about whether to require test admin- 
istrated offeite of the school, but we decided not to b. -lause many 
people who are experienced in dealing with the ability to benefit 
students tell us that they are a little bureaucracy-shy, or a little 
school-shy, and would not be happy about making too many stops 
along the way to enrolling. So, we think we are getting the best of 
both worlds. We are trying to help those students enter school, but 
also to protect them and make sure that the tests that determine 
whether they have an ability to benefit really are independent and 
neutral. 

Senator Kassebaum. When do you hope to implement this plan? 
Dr. Dunn. We are sending this up in our legislative package. 
Senator Kassebaum. So it could go into effect in the fall of 1990? 
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Dr. Dunn. Yes, depending upon the effective date the Congress 
enacts. 

Senator Kassebaum. I understand you will need to select con- 
tracting agencies and work out how you will monitor the program. 
It's go;ng to take some supervision at first, I would assume, to 
make it work. It seems to me that it's a good and thoughtful con- 
cept. 

Secretary Cavazos. I think that this proposal provides consumer 
protection, helping students and giving them guidance. 

Senator Kassebaum. Well, j]ust one other question. After you do 
the initial examination or review, do you follow through in a year's 
time? 

Dr. Dunn. We are not certain yet of the time, but we definitely 
are going to require the schools to keep comparative rates on how 
the students who take an ATB test, and pass it, and enroll do on 
completion of the course, on getting jobs, whatever. We will use 
that information for feed back to refine the procedure. 

Senator Kassebaum. But that could be after they complete their 
college career. 

Dr. Dunn. But the ATB students mostly are enrolled in very 
short-term programs. 

Senator Kassebaum. That's true. 

Dr. Dunn. So it should have a short turnaround. 

Senator Kassebaum. Thank you, Mr. Chairman. 

Senator Pell. Thank you very much, Mrs. Kassebaum. 

The Chair would now recognize the ranking member. Senator 
Hatch. 

Senator Hatch. Thank you, Mr. Chairman. 

I onlv have one or two comments that I would care to make. One 
is on the question of how you plan to consolidate or work out the 
national science scholars pnwram with the programs in science 
and math education already being done by the National Science 
Foundation? 

NSF provides awards to talented high school science students. It 
makes me wonder if maybe vou can't b"'id on that program with 
yours or vice versa. I just pomt that out as something that may be 
a cooperative program and would actually provide a little bit more 
money too. 

Secretary Cavazos. Well, Senator Hatch, I think certainly think 
the programs that are sponsored by NSF are outstanding, they 
truly are. And we work closely with NSF already and we discuss 
these issues. 

I think that this proposal proves another approach that we can 
use to emphasize the need for more science and mathematics schol- 
ars. I would prefer to see it housed in the Department of Educa- 
tion, first of all because we really believe that student assistance 
programs can be better coordinated through our department. We 
already have existing financial assi tance programs. So we have 
had quite a bit of experience in following through and tracking re- 
cipients of direct student financial assistance 

Then, on top of that, we have a lot of experience already in sci- 
ence and math programs. For example, in the field of minority sci- 
ence improvement programs, we administer the Patricia Roberts 
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Harris graduate fellowship programs which plays a key role on this 
iBsue. 

Another important issue that we have to keep in mind is that 
the Department of Education sets the tone and is a model for edu- 
cation m the Nation. And I would like personally to see the Nation 
recognize the department's support of strone programs in mathe- 
matics and science. So, for that reason I really beueve they should 
be housed over in our department. But, we certainly are going to 
work, and we will always work, with our colleagues at the National 
Science Foundation. 

Senator Hatch. Thank you. 

You have in your package the drug free schools urban emergency 

grants. And I conmiend you for it, agree with it, and support it. 
ut it it restricted to urban areas, and let me just say that rural 
areas are not immune from having drug abuse problems. And they 
are certainly not immune from the drug menace. So I hope the de- 
partmeiit will focus some of its anti-drug programs on rural areas 
as well. 

I might just also say that I presume that one reason why the 
total sums in these programs are low is because you want to see 
how the programs go and then we can come back and fight for 
niore sums later if that is the case. And I know you will oe criti- 
cized for not having grandiose, billionndoUar programs, and I pre- 
sume that is one of the reasons why you want to see how these 
things work. 

Secretary Cavazos. Senator, one of the most important roles of 
the department is to provide strong leadership in education and to 
indicate to the American people the direction wo believe the 
Nation needs to go. We must work in concert with all of the States 
and local areas to improve the quality of American education. In 
many cases, as you point out so accurately, we are not asking for a 
lot of dollars. But we help focus attention on key education issues. 
It IS not unlike, although the dollars are great, the issue of student 
loan defaults, the $1.8 billion default problem. But certainly the 
Nation s attention is now focused on that key issue. 

I think it's the same way in the area of drug abuse prevention. 
We respect the need for funding drug programs in rural areas. Our 
$26 million request for fiscal 1990 and the next three years is 
reallv part of an overall Federal package to address this terrible 
problem throughout our country. 

In addition, we have requested approximately $866 million for 
the Dru|f-Free Schools and C!ommunities Act. So a lot of that, of 
coui-se, IS directed into the rural areas. The Urban Emergency 
Grante Initiative, therefore, is just part of our response to the issue 
and the problem. 

Senator Hatch. I am glad you brought that out because a lot of 
people think that, you know, these may be minuscule programs be- 
cause of the hmited amount. But you have a lot of funds in various 
areas that can be utilized to augment and help in these programs 
as well. And the ideas that you are coming up with are worthy 
ideas ar d you want to see how they work and you want to see 
which ones are the most worthwhile ideas. 

I like the ideas that you have, and I commend the statement of 
the Senator from Kansas for being willing to promulgate these, and 
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of coursei my dear colleague from Rhode Island as well, in being 
willing to help with them and do what he can to assist in them, 
which he has always done since he's been here. 

So I want to tell you I appreciate the nice way you present these 
matters. I am also glad to see Roberta Dunn here with you today, 
and I welcome her to vhis committee, the first time on that side of 
the table, I guess. We're glad to.have you here. 

Thank you, Mr. Chairman. 

Senator Pbll. Thank you very much. Senator Hatch. 
We are honored in having the chairman of the full committee 
with us. 
Senator Kennedy. 

Senator Kennedy. Thank you very much, Mr. Chairman. 
I think I can say with authority that the Trump Shuttle is not 
much better than the Eastern Shuttle was. [Laughter.] 
The Secretary will have to take the frustrations out here* 
Mr. Secretary, I want to welcome you. 
I would a£k that my statement could be a part of the record. 
Senator Pbll. Without objection. 
[The prepared statement of Senator Kennedy follows:] 

Prepared Statement of Senator Kennedy 

I want to thank Senator Pell for holding this hearing. And I am pleased that Sec* 
retary Cavazos is here to diacuaa the administration's education initiatives. It has 
been acme time since we have had an administration that has been interested in 
working with Congress in a positive fashion on education. 

Six years ago, tne National Commission on Exoellenoe in Education called Amer- 
ica "A Nation at Risk''. Today, the need for educational improvements is more 
urgent than ever. Few things are as important to our nationid well-being as our 
schools and colleges. 

The Bush administration's proposals will result in a modest increase in Federal 
educational spending. I also commend the emphasis on merit, achievement, and 
choice that are a central part of the administration's package. 

The Federal role in education has historically focused on the economically and 
educationally disadvantaged. We can, and will, do nothing that would endanger the 
Federal conmitment to these individuals. We must maintain that priority in any 
Isolation that moves forward. 

The proposed legislation includes a provision to |dve families more opportunities 
*® ^^^^ children will attend. The Senate included such a provision 
in the Elementary and Secondary Education Improvement Amendments of 1988, but 
the proposal that was enacted into law bore little resemblance to what we hoped to 
achieve. 

One of the most successftil educational choice programs in the country is the 
controlled choice" program in Cambridge, MA that began in 1981. The Cambridge 
initiative was launched in an effort to maintain school desegregation gains and to 
halt the flight of middle and upper income families to the suburbs. 

Under this program, families choose the schools they want their children to 
attend. Choices are honored depending upon the availability of space and their 
impact on racial balance. All Cambridge schools must reflect the system-wide racial 
balance within five percentage points. Lotteries are used to assign students to over- 
subscribed programs. 

Between 1982 and 1986, 73 percent of all new pupils wer« assigned to then: first 
choice school and another 18 percent were assigned to their second or third choice. 
Most important> enrollment and the racial balance of the schools are stable. This 
program has worked well, and it can serve as a model when we consider the admin* 
istration's proposal for magnet schools of excellence. 

Two other parts of the proposal are also of sjpedal interest. The concept of alters 
native certification of teachers and principals has merits but I hope th "t it will be 
considered in the context of other needed initiatives to enhance the mber and 
quahty of teachers. 



We a)80 recognize the importance ot <> ,.hening educational efforts in math, 
science, engineering, and foreign languagi . fhe administration's request for a $6 
mimon scholarship program is just one sma il part of what we need to do. 

raalW, the n«ulatio.is proposed two weeks ago on student loan defaults are a 
worthwhile step in dealing with this difficult issue. They wiU focus attention on the 
schools with the worst records and give other institutions additional time to address 
their problems. 

I look forward to Dr. Cavazos' testimony on these issues, and join in welcoming 
him to our hearing. 

The Chairman. I want to welcome you, Mr. Secretary, to the 
committee. We have some areas of difference, but there is such a 
dramatic difference, I think, in the leadership you are providing 
«id being willing to work with both the Committee on Education, 
the full committee, on many of these different matters. 

I commend you also for the recommendations you have made on 
the student loan program and our opportunity to visit about how 
you reach those particular judgments and decisions. 

I had the opportunity over the weekend to read Dr. Boyer's ex 
cellent statement on the future of education that he gave to the 
Busmess Roundtable last week. And all of us have more things to 
read than we possibly can handle, but I would urge, if you do have 
a few moments, to read through that. I thought it was an excellent, 
excellent commentary by a ve*^ distinguished and thoughtful edu- 
cator, and that I think is dealing with some of the broad-based 
issues which your department is going to have to deal with. 

I don't want to go over some of the ground that has been covered 
earlier^ and I just received a note from my staff that perhaps some 
of the areas I was going to ask you about in terms of the database 
have been covered. I guess there have been some questions about 
it. 

Secretary Cavazos. Yes. 

The Chairman. And I know just with regards to the schools in 
my own State, the last time when we had Secretary Bennett, we 
had a list of 198 schools, now we have 55, and the real question, I 
thmk it 8 a fair one, is whether that database is the kind of credi- 
ble database and where you can really move forward on. 

We will work with you on that because I think we have to have 
some real credible information if we are going to move ahead in 
the ways that are going to be fair and do the job that I think that 
you and we want to see achieved. 

There is the program, I don't know whether you've talked about 
the national student loan database. That is an issue that Las been 
around for 10 years. You have difficulty in getting the schools a-id 
colleges, require that they participate. But it does seem to me that 
a lot of thought went into establishing that as a base. It hasn't 
been funded or supported, not just with his administration, but 
the past administrations. We know what the problems are with 
that program. 

But it does seem to me that the department might be able to use 
that and get the kind of cooperation from the various schools 
which obviously is essential so that we can in the future really 
move forward. You might review that and any of the arguments 
for and against. I think there are increasingly reasons why we 
should move in that direction. 
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Could you give us at least some idea about the Black colleges, 
how many of those are above the 40 percent trigger in your regula- 
tions? 

Dr. Dunn. Senator. 

The Chairman. Glad to have you here^ and I join with Senator 
Hatch to welcome you b'u^k. 

Dr. Dunn. Vm glad to see you again, too. Thank you. 

Let me state first of all that we do not believe any historic Black 
college or university would be eliminated fh>m the program. 
Among the historic Black colleges that have over 30 borrowers, 
there arc; only two that have default rates, on the old data, over 60 

Sercent. Thirty of them have default rates l etween 40 percent and 
0 prcent. 

\% will work to make sure their default cohort rate data is accu^ 
rate. Also, any school has a defense to a limitation, suspension, or 
termination proceeding, and that is what we call the Appendix D 
defense. If a school implements a series of measures in Appendix D 
of the regulations, measures which will help reduce the default 
rate of its drop-out students, would help the students get better job 
information and job placement, and would encourage the students 
to know more and to be more responsible about their loan responsi- 
bilities, and then some other internal measures, that would be a 
defense. 

Let me also say that last year, late in the year, the department 
along with some of the historic Black colleges and universities de- 
veloped a default management program. It's simUar in many ways 
to that developed, that fine program developed by the National As- 
sociation of Trade and Technical Schools and AICS. And at the 
moment the department is also developing some software to go 
along with that package. 

So, we think that what this will do, the Secretary used the 
phrase before^ it will enhance the quality of education offered to 
the students of Black colleges and give them a little more con- 
sumer protection, too. 

Secretary Cavazos. I would like to reassure you, Mr. Chairman, 
that we are very, very sensitive to these issues. And I made the 
point a number of times in the last few days, particularly as con- 
cerns about our data have come up, that we are not going to act in 
a precipitous manner and we will not be applying the 1986, 1987 
data. Those were guidelines. 

But it does put schools on notice, and we will work with all of 
those schools, and if someone questions that data, we want to re* 
solve it. 

The Chaikman. All right. I appreciate the response. 

Just moving on with regard to the merit schools, the concern 
that some of us have is whether this is just going to result in good 
schools getting better or whether it is really going to move in areas 
where schools are really making important progress. The way that 
it is constructed at the time concerns me in that it offers the oppor- 
tunity for just schools getting better, and I would hope that maybe, 
as I understand from the chairman and others, we are going to be 
moving the legislative package and I hope that we might be able to 
work with you to deal with that issue. 
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I think the idea of merit and support makes a good deal of sense, 
but we also know that if you're having this important progress in 
some areas and some schools with heavy Chapter 1 and duadvan- 
taged children, to get those schools receiving the kind of recogni- 
tion I think is something that all of us, hopefully, could agree on. 

Just again in the area of the science fellows, the concern that I 
have on the science fellows going to the various States is probably 
the people that would get that program would probably megor in 
science m any event and probably be gifted enough to get to school 
in any event. 

Now, maybe there is a difference on it, but the concern, at least 
from my point of view, is to make sure that the people who get 
that and are goiny to receive it are actually going to go into the 
areas of education. And how we can best do that, I hope that we 
will be able to work with the administration because it seems to 
me just putting that out there, the limited program, can be helpftU, 
but whether we are ^oing to get those individuals to do it. 

I mean we are mmdful of the Truman Scholarship Program, a 
very beneficial program for people eventually to go into public 
service on it, and we are not getting the intended result. A lot of 
people are getting it but they're not going into the kinds of public 
service which I think most people who supported those programs 
had hoped. 

So I would hope that we would be able to work with you on that 
measure. I don't know if you have any reaction. I know that we 
will talk with you. 

I had other questions, Mr. Chairman. These are just some of the 
points, but I would like to be able to work with the Chair and the 
department on some of these areas. 

We want to thank you very much. I will submit some of the 
other areas on which I have questions. 

We are moving along on the drug-free school program. There 
have been some very interesting successes. I mean I know just in 
my own State we have probably dropped greater than the national 
average with regard to some substance abuse. And there are some 
very important and significant successes, as others in our State 
that haven't been as effective as they should. 

But I think I want to thank the Secretary for being up here. I 
vnsh we were able to do a little better in terms of the resources. 
We may have some differences on those, about priorities and in- 
creasing some of those areas of concern. But we are grateful to him 
for his presence. 

Secretary Cavazos. Thank you, Mr. Chairman. 

Senator Pell. Thank you very much. 

Senator Cochran, I believe is next in seniority. 

Senator Cochran. Mr. Chairman, thank you very much. 

Mr. Secretary, some of the concerns that I heard expressed in my 
State and here in the Washington area as well when the Presi- 
dent s proposals were first advanced was that these new programs 
might displace or somehow diminish the commitment of support by 
the administration for other programs that have proven to l» valu- 
able and helpful as we try to upgrade the quality of elementary 
and secondary education efforts. 
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How do you respond to that concern? Is there a danger that our 
approval of this legislation will somehow hurt other programs that 
are important to the States? 

Secretary Cavazos. Senator, first of all, I can assure you that 
these programs will really be supplemental to current department 
programs. They will help out. They will extend our efforts in terms 
of education. We are not stepping away from those programs that 
have worked in the past and continue to be good models. That 
doesn't mean that we re not looking at all of our programs as we 
should to make sure that they are enective programs. 

But the $441 million in requested funding in the Educational Ex- 
cellence Act is an add-on to President Reagan's final budget, which 
was for $21.9 billion. So we are not cutting our commitment to edu- 
cation. We are really trying here to create some incentive sites, 
some model demonstrations, some urging of States as to what they 
should do and push them somewhat. 

So that I feel that this is a very, very strong proposal, although 
not a lot of dollars in the national sense, but irs a leadership step. 

Senator Cochran. Well, I think that's a good point to make, and 
I am glad to hear you articulate that in the way that you have. 

I was looking through your testimony and sort of adding up the 
new authorization levels that would be approved if we accepted the 
proposal as it is presented this morning. And magnet schools 
doesn t have an authorization level here in this testimony, but I 
just quickly added up about $383 million of new authority and 
assume that magnet schools would be about a $60 million program 
in fiscal year 1990. 

Senator Pell. Excuse me. I have $422 million. 

Senator Cochran. $422 million? 

Mr. KoLB. $423 million with $100 million going to magnet 
schools. 

Senator Cochran. $100 million going to magnet schools. 
Mr. KoLB. Yes, sir. 

Senator Cochran. That makes up the difference. 

As a member of the appropriations committee, we are going to be 
starting soon marking up individual appropriations bills, and as a 
member of the subcommittee that has jurwdiction over education 
programs, I am going to be very interested in seeing that we do al- 
locate some funds for these programs. I hope that we can proceed 
with this authorization process in time for that to be on the books 
so we can fund some of these programs for the next fiscal year. 

But I also noticed that, for example, in the Chapter 1 program, 
which is a program very important to the State of Mississippi, 
which I represent here in the Senate, there is a request for an in- 
crease in fimding. I know President Reagan had requested in- 
creases in funding of that program. And I am assuming that the 
department is going to continue to support that program. 

What is your reaction to that situation? 

Secretary Cavazos. Yes, Senator Cochran, we think Chapter 1 is 
one of our most important pr(»rams we do. And you are absolutely 
correct that we have been pushing in this direction. As a matter of 
fact, I had the opportumty to reshape the department's final 
budget that was proposed as part of President Reagan's package. 
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This must have been in October after my arrival here m Septem- 
ber. And we started looking at our entire budget, and there were 
some places where I felt that we had programs that were duplica- 
tive, or were coming to a close, or perhaps not as effective as they 
should have been, and we were able to redirect almost $750 million 
out of that budget proposal, with a good part of that going to Chap- 
ter 1, a good part of that going to Pell Grants, and i»rt of it going 
into areas of need where we felt it was important. 

So we do have a strong commitment to that, and we do the best 
that we can in that area. 

Senator Ck)CHRAN. Let me just close with a comment about the 
regulations and the proposed legislation dealing with defaults on 
the loan program. 

I am very encouraged by what I have heard this morning about 
the sensitivity to some of these Historically Black CJollegea and 
Universities where the repayment rate has not been what we 
would like to see. And I was curious as to whether you thought 
there would be any danger of some of those colleges and universi- 
ties losing their eligibility to participate in these programs. 

But as I understand your comments, you don't think that is 
gomg to happy and that you have designed the regulations and the 
proposed legislation to tnr to help ensure that they don't lose that 
eligibility. Is that correct? Did I hear that right? 

Secretary Cavazos. That's correct, Senator. Let me point out one 
other thing. Again one of the first things I did when I arrived 
here— at that time our regulations were already going forth — was 
to coll them back. And I said I wanted to put out a notice of pro- 
posed rulemaking and to hear from the constituency out there. 

I really did not estimate the full extent of the interest in this 
area, because we received almost 3,400 responses to our proposal. 
And the staff promises me faithfully they've read every one of 
them. 

And from that undertaking we were able, therefore, to work with 
the entire academic community, the groups responsible in terms of 
the programs, all of the postsecondary levels. And we heard people 
out. And what we tried to develop, were new regulations that were 
tough, that were fair, that had been well discussed, so that no one 
would ever come m and say, well, you didn't really discuss these 
things with us. 

Now, to the specific point that you made that a college is not 
gomg to be automatkally cut out. You are absolutely correct on 
that. It s not going to be automatically cut off. We will meet with 
those colleges. We will work with them. We will try to help them 
to manage their default rate. And I promise you that we w&l take 
into account the population of that college, its composition. 

So, Senator, I feel very confident that what we have here 'are 
rules that will benefit students and move this country ahead in an 
area where we desperately need help. 

Senator Cochran. Thank you very much. 

Mr. Chairman, Mr. Chairman. 

Senator Pell. Thank you very much. 

Tlie Chair recognizes Senator Thurmond, senior Senator in the 
Senate. 
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STATEMENT OF HON. STROM THURMOND, A U.S. SENATOR FROM 
THE STATE OF SOUTH CAROLINA 

Senator Thurmond. Thank ^ou, Mr. Chairman. 

Mr. Chairman, I ask unanimous consent that my entire state- 
ment appear in the record and I will present a reduced form in the 
interest of time. 

Senator Pell. Without objection. 

Senator Thurmond. I would like to take this opportunity to wel* 
come Secretary Cavazos and his aides to this hearing. 

Ml. Chairman, I commend you for holding this hearing on S. 695, 
the Educational Excellence Act of 1989, as well as on the initiative 
of the Department of Education that is being proposed to reduce 
defaults in the Stafford Student Loan Program. I am pleased to be 
an original cosponsor of S. 696, the Educational Excellence Act of 
1989. 

This measure embodies the authorizing legislation that is re- 
quired for seven of the ten initiatives that were announced by 
President Bush in his supplemental message to the State of the 
Union Address, entitled "Building a Better America." 

In this message the President emphasized that providing quality 
education is fundamentally the responsibility of^ State and local 
Governments. On this point, I strongly agree. Our State and local 
Governments must do all that they can to ensure that the citizens 
of our Nation have access to an educational system of the caliber 
that will prepare them to compete in an increasingly complex 
world. 

American students should be second to none in educational 
achievement. President Bush has demonstrated his commitment to 
building a well-educated America through proposals that are the 
focus of S 696. 

Mr. Chairman, this subcommittee is fortunate to have Secretary 
of Education Cavazos before us today to discuss S. 696, as well as 
the initiative that is being proposed by the Department of Educa- 
tion for the reduction of defaults in the Stafford Student Loan Pro- 
gram. 

I would also like to welcome Senator Glenn to this hearing. I am 
confident that the subcommittee will beneHt from your testimony, 
Senator. 

In addition, I would like to recognize Miss Sheila Gallagher, who 
is president of the South Carolina Educational Association. Miss 
Gallagher is a very dedicated educat)r and administrator. I am 
pleased to welcome her, and I regret that another appointment will 

f)revent me from remaining for the entire hearing. However, I am 
ooking forward to reading the testimony that is presnnted today. 

Mr. Chairman, I vitally interested in this matter. Education 
IS the hope of the world. There is nothing more important than the 
investment that we put in people through education. It is the best 
investment that we can make. 

Dr. Dunn, although we miss you on the committee staff, I am 
pleased to see you here today, in your new position as Deputy As- 
sistant Secretary for Student Financial Assistance. 
Thank you, Mr. Chairman. 

[The prepared statement of Senator Thurmond follows:] 
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Prii>ared Statement of Senator Thurmond 

Mr. Chairman: 

I wpuW like to commend you for holding thifl hearing on S. 695, the "Educational 
Excellence Act of 1989", as weU as the initiative of Ae Department of Education 
t lat u being propoeed to reduce defaults in the Stafford Student Loan Program. 
4 i ^ ffS?J!~rn?? ^ ^ original cosponsor of S. 695, the '"Educational Excellence 
/.ct of 19W . This measure eiADodies authorizing Icsislation that is required for 
seven of the ten initiatives that were announced by President Bush in Us supple- 
mental message to the State of the Union Address entitied, "Building A Better 
America . In this message, the President emphasized that providing quality educa- 
tion is fundamentally the responsibaity of State and loral governments. On this 
pomv, I strongly agree. Our State and local governments must do all that they can 
to ensure that the citizens of our Nation have access to an educational system of the 
caliber that will prepare them to compete in an increasingly complex world, Ameri- 
can students should be second to none in educational achievement. 

President Bush has demonstrated his commitment to building a "well-educated 
America through the following proposals that aro the focus of S. 695: 

• TTie establishment of a "Presidential Merit Schools" program, that would recog- 
nize, as well as roward elementary and secondary schools and teachers that 
make substantial progress in educational achievement 

• The expansion of the "Magnet Schools" concept, f enhance excellence in aca- 
demic and vocational disciplines. 

• The encouragement of States to formulate and place into action alternative cer- 
Wication reomrements for educators, so that our students may have the benefit 
of learning from those who possess a wealth of knowledge in specific subject 
areas, even though they do not have formal training in teaching. 

• The creation of the "President's Awards for Excellence in Education", which 
would provide an additional incentive for classroom teachers to excel. 

• The e8trf)lishment of the "National Science Scholars Proifram" to provide schol- 
arships for students who have demonstrated academic achievement in the areas 
of science and mathematics. 

• The development and implementation of comprehensive approaches to addiess- 
mg the problem of drug eibuse among students through expansion of the "Drug- 
I'Yee Schools State formula grant program to include ^'arug-Pree Schools- 
Urban Emergency Grants". 

• Finally, an increase in ftinding for endowment grants for Historically Black Col- 
leges and Umversities. 

Mr. Chairman, the subcommittee is fortunate to have Secretary of Education Ca- 
vazos before us today to discuss S. 695, as well as the mitiative that is being pro- 
posed by the Department of Education for reduction of defaults in the Stafford Stu- 
dent Loan l7<W^ Mr. Secretary, it is a pleasure to welcome you to this hearing. 
Also, I would like to welcome Senator Glenn. I am confident that the subcommittee 
will benefit from your testimony. 

AdditionaUy, I would like to recc^niie Miss Sheila Gallagher, who is the president 
of the South Carohna Education Association. Miss GaUagher is a very dedicated ed- 
jmd admmistrator. I am pleased to wjlcome her to this hearing. 

Mr. Chairman, my schedule will not permit me to remain for the entire hearing. 
However, I shall review tiie testimony that is presented with interest. 

Senator Pell. Thank you very much indeed, Senator Thurmond, 
I would add that we hope to mark the bill up at the subcommit* 

tee level in about the middle of July, 13th of July, something of 

that sort. 

Secretary Cavazoe, thank you very much for being with us with 
your associates. And we wish vou well. 

The record will stay open for a few days so that any additional 
questions any of my colleagues care to ask will be sent to you to be 
answered for the record. 

Secretary Cavazos. Thank you very much, Mr. Chairman. We 
really appreciate your leadership and the opportunity to present 
these issues before the entire committee. To allof you, my personal 
thanks. 
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Senator Full. Good. Thank you very much indeed. 
Now Senator Glenn, I believOi will be appearing to give us his 
ideas. 

Senator Kennedy. Mr. Chairmani I want to join in welcoming 
Senator Glenn to the hearing. I had intended to have the opportu- 
nity to hear him out I am familiar with the theme of his testimo- 
ny, and I think all of us who are committed to education, particu- 
larly recognizing the areas of greatest need in terms of the educa- 
tion system, weicome him as a strong ally, I think. He has given a 
lot of thought to this testimony. He nas put his finger on some of 
the areas of greatest nned for our society. 

I want to extend a personal word of welcome to him here, and we 
look forward to working with him on the proposals that he is ad- 
vancing today. 

I want to thank you very much, John. 

Senator Glenn. Tliank you. I appreciate those remarks very 
much. 

Senator Pell, Thank you, Senator Kennedy. 
Senator Glenn. 

STATEMENT OF HON. JOHN GLENN, A U.S. SENATOR FROM THE 

STATE OF OHIO 

Senator Glenn. Thank you. Senator Pell and other members of 
the subcommittee, for allowing me the opportunity to testify this 
morning. 

Today, I would like to address the proposal I have made to estab- 
lish congressional scholarships for science, math, and engineering 
students, and I will also discuss briefly a similar proposal that has 
been made b^ the President. 

There are important dififerences between the two proposals. But 
President Bush and I certainly agree on the most important 
point— the need for a highly visible, prestigious, national scholar- 
ship for the Nation's young science students. 

Now, according to many, education in this country is in trouble, 
and some woulasay that we even have a crisis on our hands. I 
happen to believe we face a particular crisis in science and math 
education. 

Mr. Chairman, if you challenge an audience some time back 
home to say what they think the two things are that made this 
country great, someone will say resources, of course. But lots of 
places around the world have resources and the purple mountain 
majesty and fruited plain and all those things that we sing about. 

But I would subnut that there are two things that really led us 
into preeminence in a short period of time. And those two things 
were: first, education, that was not just for the kids from the castle, 
as it had been in earlier times in Europe and elsewhere, but educa** 
tion that was for everyone. 

And the second area is the f^ea of science and research, in par- 
ticular. We learned the new things first and then we put them to 
work in our society. 

In those areas we are being particularly challenged in our own 
time. And education is in trouble. And if we have a crisis, I think 
we have a particular crisis in science and math education. One 
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report after another confirms that the level of science literacy 
among the gen^^ral school-age population is almost embarrassingly 
low. 

I get especially concerned when I read that the children of our 
chief trade rivals routinely outperform our best students in science 
and math. 

Moreover, there is a growing concern that the U.S. faces a poten- 
tial shortfall of well-trained scientific personnel The proportion of 
American students studying in engineering, math, and the natural 
sciences has been declinm^ over the last decade. 

In addition, demographic changes are looming ahead that could 
exacerbate the shortage of scientific personnel. 1^ we must do more 
to encourage minorities, women and the disabled to enter the tech- 
nical pipeline. 

The world is becoming increasingly technological. The pace of 
technolc^cal innovation moves faster than our ability to produce 
technical personnel. How is this coimtry going to be able to com- 
pete with our trading partners if we cannot produce the scientists 
and engineers necessary to make internationally competitive prod- 
ucts? And if we can't compete, how are we going to provide jote for 
our citizens or clean up the environment or fight crime or provide 
health care or a myriad of other things? 

For a variety of reasons, too many of our young people are not 
interested in pursuing scientific careers^ and we must do something 
to change that. 

We no longer live in an age in which spectacular scientific enter- 

E rises capture the public's attention, one event after another. The 
r.S. space prc^am in the 1960s comes immediately to mind. Noth- 
ing today replicates its influence in sparking scientific curiosity. 

My proposal to create congressional scholarships is a very 
modest— repeat, modest— attempt to fill some of the void in our 
culture today. 

S. 134 is very simple. The National Science Foundation would 
award college scholarships for the study of science, math, and engi- 
neering to one female and one male hi^h school senior in every 
congressional district. This would spread it out all over the country 
so there would be a focal point but it wouldn't be just in Washing- 
ton, or just in New York. It would be all over the country. 

The scholarships would be worth up to $6,000 per year for four 
years. Its principal aim is to raise the stature of science and scien- 
tists and engineers in our Nation's schools and to draw national at- 
tention to the importance of a welJ trained technical workforce. 

The scholarships would be an important symbolic gesture, too. 
They would send a message to our young people in our schools that 
science can be exciting, can be fulfilling, that science is a highly 
valued endeavor, that scientists and engineers are critical to our 
standard of living, and perhaps most important, that science schol- 
ars should be just as esteemed as the starting quarterback or the 
homecoming queen. 

Ernest Beyer, president of the Carnegie Foundation for the Ad- 
vancement of 'Teaching and former U.S. Commissioner of Educa- 
tion, recently testified on S. 134's counterpart in the House that 
has been submitted over there by Congressman Doug Walgren. He 
said, ^'This bill is clearly a step in the right direction. It sends pre- 
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cisely the right message— namely, that America cares about having 
the math and science talent it needs to move confidently into the 
next century/' 

I should also mention that the American Association for the Ad- 
vancement of Science and the Council of Scientific Society Presi* 
dents have endorsed my proposal, Both groups cited the symbolic 
importance of the scholarships, 

Scholarship could also be used to leverage additional finding 
from the busmess community to pay for more scholarships. For ex- 
ample, companies or professional societies could adopt runners-up 
for their scholarship winners. 

Finally, I would like to briefly mention the important differences 
between my proposal and the President's proposal, 

First, imder my proposal the NSF awards tka scholarships under 
the President's Education Department. It is my view that the lead 
agency in the Federal Government in science and math education 
should handle the program, and that agency is the NSF, It has the 
respect and esteem of both the scientific and education community. 
The NSF would lend the program the prestige necessary to have 
the desired symbolic effect. 

Second) under S. 134, the scholarship winners are nominated by 
an independent panel of local scientists, engineers, and educators. 
The President's proposal would let eanh Member of Congress decide 
who should receive a $40,000 scholarship. Using an independent 
panel would ensure the integrity of the selection process and help 
us avoid charges of favoritism. For these reasons and others, I per- 
sonally would not want the responsibility of picking them. I doubt 
that you would either. 

Third, the President's proposal calls for only one award per dis- 
trict. My proposal) two awards per district, one for a male and an- 
other for a female. This is an important difference because women 
have historicallv been under represented in scientific occupations. 
Consequently^ I believe my proposal is preferable on this issue. 
Moreover, two awards would have a greater ripple e^ect in raising 
the stature of sciences than one. 

I conclude by urging the subcommittee to support this proposal. I 
hope yon can, I am nappy to work with you on any concerns that 
you might have or alterations that you feel might be beneficial, 

Finafly, I want to thank y;ou again, Mr. Chairman, and the sub- 
committee, for the opportunity to testify this morning. I would be 
glad to answer any questions. 

ffhe prepared statement of Senator Glenn follows:] 

Preparko Statement of Senator Glei^ 

I would like to thank my good ftiend, Senator Pell, and the other members of the 
subcommittee for allowing me the opportunity to testify this morning. 

Today, I would like to address my proposal to establish congressional scholarships 
for science, mathematics, and engineering students. I will also discuss a similar pro- 
posal by the President. 

There are important difire.rences between the two proposals. But President Bush 
and I ame on the most important point— the neod for a highly-visible, prestigious 
national scholarship for the Nation's young science scholars. 

According to many, education in this country is in trouble. Some would say we 
have a crisis on our hands. I happen to believe that we face a particular crisis in 
science and math education. 
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One report after another oonfimui that the level of science Uteracv among the 
general school*age population ia embarraaaingly low. I get eepedally concerned 
when I read that the children of our chief trade rivals routinely outperform our best 
students in science «Lnd math. 

Moreover there is a growing concern that the U.S. faces a potential shortage of 
well«trained scientific personnel. The proportion of American students studying in 
engineering) math> and the natural sciences has been declining over the last decade. 
In addition^ demographic changes are looming ahead that could exacerbate the 
shortage of aclentitic personnel. We must do more to encourage minoritias> women» 
and the disabled to enter the technical pipeline. 

The world is becoming increasingly technoloii^n^l. The pAo& of tvcluiolc^icai inno- 
vation moves fiuter than our ability to produce technical personnel. 

How is this country going to be able to compete with our trading partners if we 
cannot produce the scientists and engineers necessary to make internationally com- 
petitive products? And if we can't compete, how are we going to provide good jobs 
for our citizens? Or clean up the environment! fight crime, or provide health care? 

F6r a variety of reasons, too many of our young people are not interested in pur- 
suing scientific careers. We must do something to change that 

We no longer live in an age in which spectacular scientific enterprises capture the 

Kublic's attention. The U.S. space program in the 19608 comes immediately to mincL 
fothing today replicates its influence in sparking scientific curiosity. 
My proposal to create congressional scholarships is a modest attempt to fill some 
of the void in our culture today. 

S. 184 is very simple. The National Science Foundation would award college schol- 
arships fbr the stuoy of science, math, and engineering to one female and one male 
high school senior in every congressional distiict. The scholarships would be worth 
up to $6,000 per vear for fbur years. 

Its principle aim is to raise the stature of scientists in our Nation's schools and to 
draw national attention to the importance of a well-trained technical workforce. 
The scholarships would be an important symbolic gesture. They would send a mes- 
sage to our young people and our schools . . . that science is a Ughly-valued endeav^ 
or, that scientists and engineers are critical to our standard of fiving, and, perhaps 
most important, that science scholars should be as esteemed as the starting quarter- 
back or the homecoming queen. 

Ernest L. Boyer, president of the Carnegie Foundation fbr the Advancement of 
Teaching, recently testified on S. 184's counterpart in the House. He said: 

[This hillj h 'ilearh a $ttp in the right dirtctiofu [ItJundM prtcisety the right mea- 
eage-^namety, that America cares about having the math and ecience talent it neede 
to move confidently into the next century. 

I should also mention that the American Association for the Advancement of Sci- 
ence and the Council of Scientific Society Presidents have endorsed my proposal. 
Both groups cited the symbolic importance of the scholarships. 

The scholarships could also be used to leverage additional finding from the busi- 
ness communi^ to psy for more scholarships. Fbr example, companies or profession- 
al societies could adopt runner-ups as their scholarship winners. 

Finally, I would like to briefly mention the important differences between my pro- 
posal and the President's proposal. 

First, under my proposal, the NSF awards the scholarships under the President's 
Education Department. It is my view that the lead agenpy in the Federal Govern- 
ment m science and math education should handle the program. And that agenpy is 
the NSF. It has the respect and esteem of both the scientific and education commu- 
nity. The KSF would lend the program the prestige necessary to have the desired 
symbolic effect 

Second, under 8. 184, the scholarship winners are nominated by an independent 
panei of local scientists, engineers, and educators. The President's proposal would 
let each Member of Congress decide who should receive a $40,000 scholarship. Using 
an independent panel would ensure the integrity of the selection process and help 
us avoid charges of fovoritlsm. For these reasons and others, I wouldn't want the 
responsibility. I don't think you do either. 

Third, the President's proposal calls for onW one award per district; n^ proposal, 
two-K>ne fbr a male and another for a female. This is an important difference be- 
cause women have historically been under represented in scientific occupations. 
Conssquentlv, I belic^^ my proposal is preferable on this issue. Moreover, two 
awards would have x greater ripple effect in raising the stature of sciences than 
one. 
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I want to conclude hy urging the subcommittee to support my proposal. I am will* 
ing to work with you on any concerns you might have. Finally, I want to thank the 
subcommittee for the opportunity to testiiy this momhig. 

Senator Pell* Thank you ver^ much indeed. 

Your proposal and the President's are very similar, so I woxxld 
imagine that we should be able to work out a compromise. Yours is 
$6.5 million. The President's is $5 million. The only real difference 
is you have this very good idea of requiring that there be one man 
and one woman for each of the scholarships, and the NSF to be the 
administering agency as opposed to the Education Department. 

Those differences would seem much less than many other differ- 
ences we have had to work out in post legislation, and I would look 
forward very much to a program of this sort. 

Senator Glbnn. I would be glad to work with the committee. 

Senator Pxll. Senator Kassebaum. 

Senator Kassebaum. Mr. Chairman, I certainly think that it is 
fitting that Senator Glenn address this issue because he is a role 
model for many who look to science and math and where it can 
lead. 

I found your comments interesting, particularly when you men* 
tioned the selection process. It is my understanding that Ciongress, 
House and Senate Members, would be involved in the selection. 

Senator Glenn. The selection would be made in eveiy congres- 
sional district. 

Senator Kassebaum. Yes. 

Senator Glenn. But they would not be directly involved with it. 

Senator Kassebaum. But you think indirectly 

Senator Glenn. If they wanted to be directly involved with it in 
other ways and participate in trying to get (people to apply by 
drawing some attention to the scholarships, I think that would cer- 
tainly be very, very welcome. And the scnolarships can be in their 
names, as far as I am concerned. But I wanted this to be something 
that has a merit selection process to it We want to encourage ev- 
eryone to get into this. 

Science can be exciting. It isn't all just being astronauts or any- 
thing like that, but I know I have seen young people myself, seen 
mv own two children when they were studying science in high 
school, come home and want to talk about some principle they had 
been taught that day in scho«:^l. And it was excitingi and it can be 
just as exciting as anything rilse they study. 

HopefuUv, a focal point like this of selection all over the country, 
being equally spread population-wise because it would be in every 
congressional district, this would put some emphasis on this and 
make a focal point of attention that I think would be very benefi- 
cial. 

Senavor Kassebaum. I am like the chairman, I think there are 
many ways that we could work, drawing a consensus from some of 
your ideas and the President's ideas. 

Regarding your designation of the National Science Foundation 
as the administering agency, if the NSF were involved as a re- 
source, would you have any problem with the Department of Edu- 
cation beixig the administering agency? 

Senator Glenn. You mean split it, have one do the selecting and 
then the other the administenng? I hadn't really considered that, 
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but that is something we could certainly talk about and look into. I 
certainly wouldn't rule it out. I would like to look at the details cf 
it. Maybe that would be a good way to work it. 

Senator Kassebaum. I don't think we're far apart on the concept 
and the importance of the issue. Thank you for addressing this 
topic. 

Senator Glenn. Thank you. 

Senator Pell. Thank you very much, Senator Glenn, for being so 
patient. ^ 

Senator Pell. We now turn to panel number one: Dr. David Ben- 
nett. Mr. Lany McCully, Dr. Charles Thomas, Mr. Ron Marec, and 
Ms. Sheila Gallagher. 

If they would come forward. 

I want to add here that because of the time constraints, we are 
gomg to have to limit each witness very specifically to the five min- 
utes that you were forewarned about, and most good ideas can be 
got across even more quickly than that. Statements of any length 
will be msertod in the record as if read, but I see the hour and 
there is another panel that is even larger to follow you, you can 
see, and both Senator Kassebaum and I have caucuses today. That 
IS why we have to wrap up as quickly as we can. 

I imagine, I will just go from left to right. OK. I was urged to call 
on Dr. Bennett first. 

Dr. Bennett. There is a light here that goes on and a loud bell 
that rings. We hope none of yc will provoke the bell. 

STATEMENT OF DR. DAVID BENNETT, SUPERINTENDENT, ST. 
PAUL PUBLIC SCHOOLS. ST. PAUL, MN, ON BEHALF OF THE 
COUNCIL OF THE GREAT CITY SCHOOLS 

Dr. Bennett. Thank you, Mr. Chairman, members of the sub- 
committee. 

I ask that my comments be included as well as my written testi- 
mony m the full record of my presentation. 

My name is David Bonnett. I am superintendent of the St. Paul 
Public Schools and here representing the Council of The Great City 
Schools, an organization I know, Mr. Chairman, you and other 
members of the subcommittee are very familiar with. 

We here to testify on behalf of the Educational Excellence 
Act and applaud your leadership, Mr, Chairman, and general advo- 
cacy toT education. 

With your permission, I would like to make some general com- 
ments about the legislation and then focus in on five specific ele- 
ments of the legislation. 

®p{ ^® would like to congratulate the administration on 
Uiis bill, but m general find that its scope and size is disappointing. 
The proposal contains a number of worthwhile ideas, but we're let 
^^^^ °^ y^^'^ campaign rhetoric and are skeptical 
that the stagnation that Secretary Cavazos fears exists in our 
schools will be remedied with this legislation. We expected and 
hoped for a more weighty and substantial proposal. 

The councJ would, however, favor moving this bill forward after 
It has undergone debate and some substantial revisions. And I will 
comment on the nature of those revisions. 
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Second, with respect to the presidential merit schools act, this is 
the centerpiece of the legislation, and it is intended to recognize 
and reward public and private elementary schools that have made 
substantial progress in mcreasing student achievement, creating a 
safe and drug-free environment and in reducing the drop-out rate. 

The premise of this i£ that the awards will act as incentives. 
While not opposing this, and we think that the $250 million invest- 
ed in this is unlikely to serve in the incentive fashion that is outr 
lined and intended in the proposal. We think increased time-on- 
task and more individualized attention will result in this kind of 
effort. 

We think that the legislation, as drafted, is too difFuse» too 
random, and too remotely connected with performance to serve as 
incentives in the way and manner that the Dade County program 
in Florida does, and I would commend that particular program to 
your attention. 

As structured, these grants are not incentives; that is, promised 
ahead of time and then awarded on the basis of performance. In- 
stead, they are simply prizes and, therefore, are of dubious value in 
spurring the efforts of all schools. Having schools vie for prizes tri- 
vializes the hard work teachers and students devote to learning 
and gives education a certain "game-show'' flavor. 

Now, third, the proposal is likely to reward those schools most 
apt to be making progress anyway. The bill does not require SEA's 
to take any of the factors that we think are most important into 
accoimt. The language here shifts from being directory to permis- 
sive. I call vour attention specifically to page 8, line 18< It is in 
there that the State criteria are outlined, and the verb "shall" is 
used. 

However, when you get to the more specific references to the 
"most needy students,'' there the language on page 9, line 6, shifts 
to the verb "may." We think that shift, the verb shift, is intention- 
al and is disingenuous with regard to the administration's really 
83eing that these factors of high need must be taken into account 
by States. 

In addition, we think that the proposal would contribute to sim- 
plistic notions of measurement as equating to learning. 

Our recommendations are to cause S, 695 to restrict eligibUity to 
Chapter 1 schools, those schools in greatest need, and require that 
the eligible schools first develop plans and that these plans actual- 
ly produce performance at which time the grants, the meritorious 
grants, would fiow. 

The Magnet Schools of Excellence proposal, the $100 million set 
aside for this measure, we take extreme umbrage with because we 
think it has already been fully debated by Congress in the last ses- 
sion. In the course of your debate on H.R. 5 you set aaide alterna- 
tive curriculum schools as a funding source once the threshold was 
reached of $165 million in the desegregation magnet school efiforts. 
We believe that this was a well-reasoned and well-thought-out 
matter by the conference agreement and would hope that this 
aspect of the legislation not be funded but rather that the money 
be transferred to Part B in the current magnet school program and 
another portion, $50 million, to the urban drug education program. 
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The alternative certification for teacher proposal was one we 
commend, but think that it needs some additionid effort that is evi- 
dent in proposals made by you, Senator Pell, as well as by Senator 
Kennedy^ that would provide for an increased number of tcichers 
in the teaching pool from which urban schools in particular could 
select. 

Drug-free education and urban grants focus again is something 
we strongly supiwrt in this legislation. We think that it can be in- 
creased substantially, however, in the transfer of money arrange- 
ment that I outlined previously. 

We also think that the urban definition needs to be made so that 
schools serving at least 80,000 students would come under and fall 
under that definition. 

Finally, Mr. Chairman, we would hope for an additional piece of 
legislation that would allow the establishment of a national insti- 
tute for urban education research, some $50 million set aside for 
that purpose. We think that the results of that research effort 
could greatly direct the best enterprise of Congress. 

Thank you very much. 

[The prepared statement of Dr. Bennett follows:] 
Prepared Statement of Dh. Bennett 

Mr. Chaiman, my name is David Bennett. I am the superintendent of the St. 
Paul, MN, Pubhc Schoola the second largest system in the State and one of the 
largest in the Nation. I am pleased to appear before you this morning on behalf of 
the Council of The Great City Schools. 

Currently in its 88rd year, the Council of The Great City Schools is a national 
orgmization comprised of 46 of the Nation's lar^. urban public school systems. On 
our board of directors sit the superintendent and a board of education member fh)m 
each city, making the Council the only independent education group so constituted 
and the only one whose membership and purpose is solely urban. 

The Council's membership serves over five million inner<!ity youngsters, or ap- 
proximately 12 jpercent of the Nation's public school enrollment. About one-thiztl of 
the country s Black children, 27 perce.tit of the Hispanic children and 20 percent of 
the Nation B Asian children are being educated in our schools. Nearly 80 percent of 
all poor children in the Nation are fowad in our forty-five cities. 

Mr. Chairman, I thank you for the invitation to testifv before this crucial subcom- 
mittee on S. 696, the Educational Excellence Act of 1989 and applaud your leader- 
■fam and advoca^ for education. 

With your permission, Mr. Chairman, I would now like to offer a few general ob- 
servations about S. 695, then follow with a series of more specific comments and 
recommendations on five items in the administration's proposal— merit schools, 
magnet schools of excellence, alternative certification for teachers, drug-firee schools 
urban emergency ^prante. and research. 

Firi^, the Council of The Great City Schools would like to congratulate che admin- 
istration on this bill, but in general we find the scope and size of it to be disappoint- 
o%A?^"?, PJ^P^ contains a number of worthwhile ideas, we are let down by 
9. 695 in light of the build-up it nx:«ived in last year's campaign and skeptical that 
it can correct the stagnation that Secretary Cavacos fears in our schools. We had 
hoped for a far more weighty and substantiiu proposal. 

The Cpimcil would, however, favor moving the bill but only after it has undergone 
ttiorough debate and substantial revisions. These revisions, m general, should bring 
the measure more in line with the crucial Federal role in education, and build more 
on Uie work Congress has done in the last two years in elementary and secondary 
education. 

A. PrtBidential Merit Schooh Act: 

The merit schools proposal, the centerpiece of S. 695, has noble intentions, but 
fails to pn^de incentives for improved performance. The purpose of the Presiden- 
tial Merit Schools Act is to recognize and award public and private elementary and 
secondary schools that have made substantial progress in raising achievement, ctb- 
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ating a safe and drug-flree environment, and reducing the dropout rate. The 
premiae ia that these awarda will act as an incentive for improved performance. 

While not oppoiing this feature of the bill outright, the Council ia skeptical that 
thia ia the best possible use of $250 mUlion in Federal funds. First, it is unlikely that 
the awarda would act as incentives. Improved achievement resists from increased 
time-on^'task, more individualized attention, and other variables. The awards pro* 
posed here would be too small, too diffuse at the Federal level, too random, too re- 
motely connected with performance to serve aa incentives in the same way that a 
locally-based plan like tliat in Dade Ck>unty, FL, does. There is no mention of LEAa 
at all in S. 696 even though they are clearly in the beet position to structure incen- 
tives and spur achievement. 

As structured, these frrants are not incentives, i.e., promised ahead of time then 
awarded on the basis of performance. Instead, they are simp^ prizes and therefore 
of dubious value in spurring the efforts of all schools. Having schools vie for prizes 
trivializes the hard work teachers and students devote to learning and gives Muca- 
tion a certain "game^how" flavor. 

Second, the proposal is likely to reward those schools most apt to be making 
progress anyway. There is little overt recognition in the bill of imoalances in aver- 
age per pupil spending; in urban, rural and suburban differences; poverty levels, 
and other factors that create difficult challenges to improve performance. The bill, 
in fact, does not require SEAs to take any of these or other factors into account, the 
language ia strictly permissive. States would not be allowed to apply differing crite- 
ria to public and private schools even if their demography and needs were totally 
different. Moreover, regional and political factors would compel States to award 
grants in ways that failed to recognize the toughest challenges. 

In addition, the proposal would fiirther contribute to the simplistic notion that 
things easily measured (e.g., achievement test scores) and learning are one in the 
same. Further, this measure would feed the popular stereotype that urban schools 
do not have much of merit to offer, when in reality they are succeeding in many 
cases against great odds. 

Rewarding success ia an appealing idea intuitively. But the Council believes that 
this proposal needs to be totally revamped. There is little in it that would seriously 
assist in the current education reform movement. The Federal Government should 
be focusing help on those schools and school systems where gains come hardest. 

• Council Recommendation. Rewrite the merit schools' proposal to create locally- 
based incentives for improvement in schools with specific high levels of need. 

• Council Recommendation. Amend S. 695 to restrict eligibility for incentives to 
Chapter 1 schools with low achievement and hitfh need, and require t^t they 
first develop plans for improvement around whi^ grants are based. 

B. Magnet Schools of Excellence: 

TMb portion of the bill amends the Magnet Schools Assistance program by au- 
thorizing $100 million for magnet schools other than those tied to a desegregation 
plan. Its purpose is to promote open enrollment through parental choice and to 
strengthen academic achievement. 

Mr. Chairman, the Council of The Great Gty Schools opposes this plan in its en- 
tirety for a number of reasons. First, Congress considered a proposal nearly identi- 
cal to this when it debated H.R. 5 last year, and disposed of it by authorizing "Alter- 
native Curriculum Schools" once fUndmg for the regular magnet effort reached $165 
million. The conference agreement on this matter was not a mistake. The current 
magnet schools program is a delicate balance between equity and choice factors that 
should not be disturbed. 

Second local school systems currently offer numerous magnet school programs 
unrelated to desegregation. The Federal Government has no clear role in supporting 
magnet schools outside of their desegregation context. Such efforts are usumly locm 
priorities supported with local and State funds. 

• Council Recommendation. Delete the Magnet Schools of Excellence (Part B) 
frou the bill. 

• Council Recommendation. Transfer $50 million authorized under Part B to the 
current magnet schools program and $50 million to the urban drug program. 

C. Alternative Certification for Teachers: 

The purpose of this proposal is to increase the supply of well-qualified teachers 
through alternative certification routes. This goal is laudable, especially for urban 
schools whose projected shortages are about 2^ times the national average. Urban 
schools are also badly in need of Black, Hispanic and South East Asian teachers. 
Our average enrollment is about 70 percent minority but our average teacher 
supply is about 70 percent non-minority. 
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Whilt the Council amet with the goal, we wonder about the solution. Bfany 
•ehool qrstems, particularly in cities, already use alternative teacher certification 
maasurea as practical matter We are able to attract very tale /ited individuals from 
businass and industry by waiving traditional certification requirements. But this is 
a stop gmp approach and we question its being the sole proposal in this lei^ation 
for attracting new teachers. 

Federal legislation ought to be relying on the kind of comprehensive approaches 
for attracting teachers aa envisioned by Senators Pell and Kennedy in their respec- 
tive proposals; i.e., loans waivers, fiiture teachers, teacher aids and others. S. 696 
sends the wrong message in suggesting that the only way to attract new talent to 
teaching is to bypass the present teacher training, certification and organizing 
mecbanisms. 

• Council ReeomrMndation. Amend S. 696 by incorporating teacher recruitment 
provisions from other pending teacher bills. 

D. Dmg-Fm SchooU Urban Orant$: 

TbiM provision of S. 696 would provide one-time grants to urban LEAs that are 
having the most severe drug problems. The Council of The Great City Schools 
?Ao?^*l^P''^^ tilts addendum to the Drug-Free Schools and Communities Act of 
1986. While communities of every kind are experiencing drug use, our major citiea 
are m a crisis of stamering proportions. Yet, the Federal response so farhas been 
leffislation tiiat provides precious llttie to areas most in need. 

Under current law. Congress appropriates annually about $364.6 million national- 
ly for drug-abuse education efforts, of which inner^ty schools receive about $10.8 
million, or 8.1 percent. Funds under this Act are not targeted where the need is 
greatest, and the Act itself is terribly under -flmded. 

Too many of our inner-city youog people are being lost to drugs. The fiitures of 
Jiroan you to are liinited enough withoul drugs, limited by poverty, neglect and iso- 
mtion. With drugs, however, our young are being trapped in a never-ending cycle of 
Er'* proposal contained in S. 695 is an important step in addressing this 

Eroblem, and a crucial recognition of the unique challenges faced by urban schools 
1 moving its students into the mainstream. 

• Council Recommendation, Approve this part of S. 695 and increase the authori- 
zation level for this program to $76 million. 

• Council Recommendation. Define "urban" as the largest central city in every 
State and any other central city's LEA whose enrollment is in excees of 30.000 
students. 

^^Reeeareh, Experimentation and Innovation in Education 

adm^istration has also proposed an additional $18 million funnelled through 
the F.I.R.S.T. program for grants to States and locaUties to expand experiments in 
educational innovation and data collection. The Council believes t>^at this is a good 
idea but would like to carry it fiirther by recommending a xnidor expansion in Fed- 
eral education research, particularly involving urban education. 

Much of the national debate over educational quality is a discussion about urban 
schools. The Nation's failure of these youth will have enormous ramifications for 
^•^^ij Ji^f 1 *e w^'^try. Yet, precious littie is known about now urban children 
^® ^ much more about how the reform movement is 
effecting the education of disadvantaged youth in the cities, how to disseminate 
promising mearch into the classroom, how the current school-based management 
strategies effect achievement, how various program strategies work, how to improve 
access to uutructional technology— and how to improve the capacities of large dis- 
tricts to serve as national labs for experimentation and evaluation. New research 
supported by the Federal Qovemment could help. 

• Council Recommendation, Authorize $50 million for a National Institute for 
Urban Education Reeearch. 

Mr. Chairman, that concludes our observations and recommendations on the Edu- 
cational Excellence Act (S. 696). The Council of The Great City Schools will follow 
with more detailed recommendations. We are largely disappointed with the proposal 
as submitted but beaeve that our recommendations, along with others you have 
heart th» morning, will result in a better bUl. The problems faced by our Nation's 
public ichools deeerve a stronger Federal response than this bUl offers. We hope 
that a mora promising response will emerge from these debates. 

I would be pleased to answer questions. Thank you for this opportunity to testify. 

Senator Pell. Thank you very much indeed. And when you see 
your plane is going, you're excused any time you wish. 
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Mr. Marec. 

STATEMENT OF RONALD MAREC, PRESIDENT, OHIO FEDERATION 
OF TEACHERS, CLEVELAND, OH, ON BEHALF OF AMERICAN 
FEDERATION OF TEACHERS 

Mr. Mabec. Mr. Chairman, members of the committee, I am 
Ronald Marec, president of the Ohio Federation of Teachers, an af- 
filiate of the American Federation of Teachers, AFL-CIO. On 
behalf of our organization, I wish to thank you for inviting us here 
to present our union's view on President Bush's education initia- 
tive. 

We commend the President for his interest and commitment to 
education. During the 1988 campaign, the President made educa- 
tion a megor national issue. It is our hope that the national atten- 
tion resulting from the campaign will prove valuable for education 
and inspire more Americans to take greater interest in education. 

President Bush's initiative for change and improvement in edu- 
cat* however, is a modest initiative. While we in the APT do not 
be vi that money is the sole criteria by which to judge this bill, 
clfc ^ y it does represent, however, reform on a shoestring. It is so 
small and circumscribed that in its current form it will have little 
inmact on the Nation's schools. 

Good intentions notwithstanding, the plan to reward outstanding 
teachers would reach less than one-fourth of 1 percent of our Na- 
tion's public school teachers, even if fully funded. Thus, it is un- 
likely to generate much enthusiasm among the Nation's teaching 
force. 

The bill raises the question of economic incentives as a way of 
improving education. The President's plan to reward outstanding 
teachers is a method of providing a financial reward for good 
teaching. 

The merit schools plan, which would take up most of the funds 
included in this package, is designed as a reward for schools that 
are doing well. The way the programs in S. 695 are conceived and 
funded, however, they are unlikely to succeed in stimulating either 
unproved teaching or improved school performance. 

The time has come, basically, to create a market incentive for 
school improv lent, and we should try to create one that has a 
chance of generating a new dynamic in the functioning of public 
schools. 

The merit schools program focuses on improving traditional in- 
dexes of school performance, lowering the drop-out rate, increasing 
college admissions, increasing placements in jobs wiiii career p> 
tential, and reducing drug use. 

All of these are laudable goals, yet, if each were accomplished 
under the scope of this bill, very little would change in the ability 
of America's education system to meet tke educational needs of the 
late 20th century economy. 

Unfortunately, the organization and structure of our schools has 
progressed veiy little from the time when jobs in a strong manufac- 
turing economy awaited those students who could not succeed in 
school. If education reform simply means more and better of the 
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current educational system, we will fail to prepare our youth for 
the society and economy that awaits them. 

It is time to do something different. The place to look for educa- 
tional improvements is in the local schools and among the teachers 
who work in them. AFT suggests that the merit schools plan in S. 
696 be substantially modified and oriented toward locally based 
education reform activities. If economic incentives are an impor- 
tant source of innovation, then it's time to offer significant econom- 
ic incentives to the staffs of our public schools. 

AFT urges that the time-line for improvement be changed to 
allow time for planning and for tiylng something new. We suggest 
a full five years before the first awards are made. Furthermore, we 
urge that the awards be based upon the degree to which schools 
have improved over the allotted time. 

The bill allows a special consolidation category for schools with 
high concentrations of disadvantaged students. Rather than a con- 
solidation category, the program should create a competition which 
rewards the schools ^hich do the most to improve. This strat^ 
would require something that our society is not noted for, delayed 
gratification, as we wait five years for results instead of having an 
annual extravaganza where the victors are presented with their re- 
wards. 

The strategy would also require planning on the part of school 
districts and the development of an evaluation technology that ex- 
ceeds what is currently available. 

Finally, we suggest that the funds which would have been award- 
ed on an annual basis be accrued so that after five years it could be 
possible to present sizable cash awards of $10,000 or more for a 
qualifying individual. States could match Federal f^nds or seek 
busmess support on a school district-wide basis. If economic incen- 
tives are good for the rest of the economy, why not apply the same 
prmciples to schools in a meaningful way? 

The AFT stands ready to wo5 with this committee to iron out 
some of the many details that a plan like this would entail. It is 
important that this legislation not be considered in haste. If the 
plan, as adopted, has little effect on our Nation's schools, the public 
will become cynical about school imfirovement. A program with 
little or no impact, simply because" the Education President 
cpuldn t find enough resoiirces for one that would work, would be 
the worst possible outcome of this exercise. 

The other parts of the President's program also leave a lot to be 
desired. And in my written testimony there is a short analysis of 
the AFTs positions on those matters. 

With that, I would like to thank the committee for this opportu- 
nity to appear before it. 
[The prepared statement of Mr. Marec follows:] 




Mr. Chairman, Memben of the Committee: I am Ronald Marec, preeident of the 
SS®^?^^''J°t°^. J*?'^*"' affiliate of the American Federation of TWhem 
FL-CIO. On behalf of our organixation and mvaelf, I want to thank you fbr invit 
g me here to present our union's views on S. ^6, President Bush's education initi 
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Wa commend the Preeident for his interest in and commitment to education. 
During the 1988 campaign, the Preeident made education a m^jor national issue. It 
ia our nope that the national attention resulting from the campaign will prove valu- 
able for education and inspire more Americans to v'ake a Abater interest in educa- 
tion—even if they don't have children in school. S. 6$u is nesident Bush's initiative 
for change and improvement in public education. However, it Is a modest initiative. 
While we in the AFT do not believe that money is the sole criterion by which to 
Judfle this bill, S. 695 is clearly reform on a shoestring. It is so small and circum- 
scribed that, in its current form, it would have little impact on the Nation's schools. 
Good intentions notwithstanding, the plan to reward outstanding teachers would 
reach lees than one-fourth of one percent of our Nation's public school teacherSi if 
ftilly Amded. Thus, it is imlikely to generate much enthusiasm among the Nation's 
teaching force. The overwhelming majority of teachers would scarcely be aware of 
the promm's existence. 

S. 69S raises the question of economic incentives as a way of improving education. 
The President's plan to reward outstanding teachers ifi a method of providing a fi- 
nancial reward for good teaching. The merit schools plan, which would take up moit 
of the funds included in this package, is designed as a reward for schools that are 
doing well. The way the programs in S. 695 are conceived and ftinded, tiiey are im- 
likely to succeed in stimulating either improved teaching or improved school pei^ 
formanoe. If the time has come to create a market incentive for school improve- 
ment, we should try to create one that has a chance of generating a new dynamic in 
the ftmctioning of public schools. 

The merit schools program in S. 695 focuses on improving traditional indexes of 
school performance-lowering the dropK)ut rate, increasing college admissions, in- 
creasing placements in jobs with '^career potential", and reducing drug use. All of 
these are laudable goals, yet if each were aooomplished imder the scope of this bill, 
very little would change in the ability of American education to meet the education- 
al needs of a late 20th century economy. Unfortunately, the organization and struc- 
ture of our schools has p r pgreesed ;^ry littie from the time when jobs in a strong 
numufacturing economy awaited those students who could not succeed in school 

If education reform simply means more and better of tiie current educational 
svstem, we will fail to prepare our youth for the society and economy that awaits 
them. For many years nowj our education system has been able to effectively edu- 
cate onlv about 25 percent of the students who attend school. Through World War 
n, the dropout rate was about 60 percent, and only about one-quarter of our stu- 
dents were educated well enough to succeed in coIImo. Current indices of education- 
al achievement, as reflected in the data produced bv the National Assessment of 
Education P rogress, show that, while we have ""ut the dropK)ut rate in half, still 
only about one-quarter of our students leave big school wltii an education tiiat pre- 
para them for college or complex training. 

It's time to do sometiiing different. The place to look for educational improve- 
ments is in the local schools and among the teachers who work in them. AFT sug- 
gests that the merit schools plan in S. 695 be subetantially modified and oriented 
toward locally-based education reform activities. If economic incentives are an im- 
portant source of innovation, then it is time to offer significant economic incentives 
to the staffs of our ntiblic schools. 

AFT urges that the time-line for improvement be chantpd to allow time for plan* 
ning and for trying something new. We suggest a ftill nve years before the first 
awards are made. Furthermore, we urse that the awards be based upon the degree 
to which schools have improved over the allotted time. S. 695 allows a special con- 
solidation category for schools with high concentrations of disadvantaged students. 
Ri^ther than a consolation category, the program should create a competition which 
rewards the schools that do the most to improve. 

This strategy would require something that our society is not noted for— delayed 
gratification— as we wait five years for results instead or having an annual extrava- 
ganza where the victors are presented with their rewards. This strategy would also 
require nlanning on the part of school districts and the development of an evalua- 
tion technology that exceeds what is available today. Finally, we suggest that the 
ftmds which would have been awarded on an annual basis be accrueoTso that after 
five years it could be possible to present sixable cash awards of S10,000 or more per 
qualifying individual. States could match FMeral iUnds or seek business support on 
a school district-wide basis. If economic incentives are good for the rest of the econo- 
my, why not apply the same principles to schools in a meaningfU way? The AFT 
stands ready to work with this committee to iron out some of the many details that 
a plan like this would entail. It's important that this legislation not be considered in 
haste. If a plan ia adopted that has littie effect on our Nation's schools, the public 
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!si!fJi!?ik2! ^'y^^ •chooj improvement. A program with Uttle or no impact, 
juoply becauM the "Education" Preddent couldn't ftid enough nMouroee for^ 
that would work, would be the wont poaeible outcome of this exercise. 

■nie other parts of the President's program also leave a lot to be desired. I am 
enclodng a short analsnis of the AFTs views on the rest of S. 695. We hope that an 
opportumty ui not mused because of timidness. The pubHc and the education profca- 
sion «re ready to try something difTerent. However, what is proposed in S. 696 is 
ijist a Uttle mow of the same medicine that hu£ not worked for the post 26 years. 
lLft^°^CT °f relying on old bromides is about to change. This committee 
oottui make it so. 

ADDITIONAL AFT CONCERNS 

Twenty-five million dollars for States to change their laws regarding the certifica- 
tion of teachers Uj^ unnecessary. It is hard to see why States need money to change 
the^ own laws. If easting lioensmg of teachers is an impediment to recruitiura 
quality work force, why would tiie States wait for $2S miUion from the FederalGov- 
emment before they revise their practices? 

1 o^^ff^ are tiiat co amount of tinkering with State licensing will produce the 
LZ million new teachers needed to staff our schoolfl. Financial incentives, utilization 
of new learning technolomr and increased profesaionalization are needed to meet tiie 
shortage that is already affecting the schools. 

The proposal for new magnet schools is a return to the Emergency School Aid Act 
that was repealed by President Reagan's budget cut bill in 1981. AFT supports 
magnet schools, but by themselves, magnet schools do littie to improve our Natimi's 
eaucanon. 

Scholarships for science and math students are so small that the supply will 
fS^^- 'SP'!^- ^* ^* J??» Reagan-Bush budget proposes to repeal 
the existing Paid DouglM Teacher Scholarship program, which provideeTlS m2li^ 
iier year for bright high school graduates who wish to become teachera. Math and 
seunice students are in such diort supply because elementary school teachers are 
ftequenUy under-tnuned in tius area. A good approach to improving matii and sci- 
jmM instruction IS to start in a student^s formative yeare. This requires a better 
tridned tether force especiallv in the elementaiy schools. 
Twenty-five miUion dollars for drug-free schools is a drop in the bucket in the fact 
vlf^T^. national catastrophe. APT leaden report that most of the students 
Whose behawor can be changed by education on the dangen of drug abuse are now 
* Unfortunately, some young people seemto have made an economic 
decision about drug involvement in spite of tiie risks they know exist These young 
peopl-^ wiU not be swayed by anti-drug videos. The best metiiod of fighting drug 
?SS job °* providing tiiem with a fiitui»-a chance for coflegeLidyo? 

-Il?'»l-W°°'i*^*°* that the campaign which called for an education "Renais- 
5^?Ti "?9 foundered on the fact that education is not a real prioritar at all. Presi- 
dent Bush s concern about tiie Uvea of children in our inner cities did not match up 
to his deeire to pay for a cut in the capital cains tax or to provide a $100 billion bdC 
out for the croo^ who robbed the FSuC bUnd over the last few yean. 
Education, and a commitment to it, are a matter of priorities, as is eveiything tiie 
J* ^ from this package which triee to do thingrwith 
symbolic littie programs, that education is pretty far down the list when it wmee to 
putting the resources where campaign rhetoric claimed President Bush's heart was. 

SenatorPELL. Thank you very much indeed, Mr. Marec. 
Mr. McCully the president of the board of education of El 
Dorado Unified School District, El Dorado, KS. 

STATEMENT OF LARRY McCULLY, PRESIDENT, BOARD OF EDU- 
CATION, EL DORADO UNIFIED SCHOOL DISTRICT, EL DORADO, 
KS, ON BEHALF OF NATIONAL SCHOOL BOARDS ASSOCIATION 
Mr. McCuLLY. Thank you. Senator Pell. 
I beheve you do have the full copy of my testimony. 
1 am Larry McCully, a school board member from El Dorado, KS, 

anil am pleased to have this opportunity to testify on behalf of 

the National School Boards Association. 
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NSBA believes that President Bush's education initiative, the 
Educational Excellence Act of 1989^ can make a positive contribu- 
tion to the improvement of educational quality. However, several 
key concerns must be addressed before local school boards can en- 
thusiastically support this l^rislation. 

First, it must be recogmzed that S. 695 is limited in scope. It does 
not address many significant and serious xmmet needs of education 
across our Nation. 

In writing the book on wliat role the Federal Government should 

Elay, this l^pslation is only a first page, in our view. Certainly, we 
ope it is not the final chapter in what we believe is President 
Bush's genuine desire to raise the Federal Government's education 
priority. 

A second fundamental concern is iUnding. The administration's 
budget package funds this initiative at the expense of increases 
necessary to sustain service levels for Chapter 1 and other success- 
Ail programs for children with special needs. We cannot, therefore, 
support subordinating ongoing services for special needs to the ere* 
ation of a new program. We recommend the addition of funding 
triggers to protect programs like Qiapter 1 and handicapped educa- 
tion against such funding shifts. 

Let me make several specific recommendations on the substan- 
tive aspects of the administration's proposals. 

First, NSBA supports the merit school concept of rewarding 
schools which make progress towuti improving educational quality. 
But NSBA believes that the selection should place a greater em- 
phasis on funding schools with high concentrations of disadvan- 
taged students. We recommend targeting at least one-half of the 
award funding to Chapter 1 schools. 

Second, recipient schools should also be required to have a dem- 
onstrated neea or use for Ainds. Why fiind schools that do not need 
more money to succeed when there are many other schools in des- 
perate need of additional dollars? 

Third, the bill needs to provide a clearer role for the local educa- 
tional agency in the awara process. The bill does not recognize that 
individual schools just use funds in a manner consistent with dis- 
trict-wide policies, written contracts, and the educational objectives 
of the school system. 

Finally, we urge the subcommittee to consider combining the ob- 
jectives of this section with those of the unfunded secondaiy school 
basic skills and drop-out prevention programs. That program is au- 
thari7.ed at $400 million for fiscal year 1990 and could well accom- 
modate a merit schools award component. 

The Magnet Schools of Excellence Program has the admirable 
goal of expanding educational choices for students and parents and 
strengthening school programs. However, this proposal implies that 
schools cun*ently being operated with Federal assistance for the 

{mrposes of school desegregation are not magnet schools of excel- 
ence. Yet many, if not most, of those schools are widely recognized 
as models of educational innovation and excellence. 

Another significant concern is that the Magnet Schools of Excel- 
lence Program would divert funding from magnet schools that are 
part of present desegregation plans. NSBA recommends that the 
proposal include a trigger that would allow funding for Magnet 
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Schools of Excellence only after appropriations for the magnet 
school assistance prc^am reached $200 million. 

School boards are greatly aware of the need to expand the pool of 
talented and motivated teachers and school administrators avail- 
able to our public schools. We support Federal assistance for alter- 
natives to traditional certification. One of the most significant ob- 
stacles which prospective candidates for alternative certification 
face is not addressed by this bill, and that is— financial support for 
retraining. A Federed contribution for training, such as stipends, 
loans or grants would greatly increase the feasibility and attracti- 
veness of alternative certification. 

But we must also note that alternative certification is but one 
step among many that must be taken to assure that the Nation's 
schools have an adequate supply of well-trained professionals, in- 
cluding minorities and specialists in math and science. 

We urge the committee, and the administration, to pursue a 
more comprehensive and v/ell-funded effort immediately. 

NSBA is also generally supportive of the programs for presiden- 
tial awards to teachers, science scholars, and the urban drug emer- 
gency grants. However, it should be recognized that thosehelpfUl 
programs are small and not by themselves a national solution for 
adequate teacher compensation, the production of science scholars 
or eliminating drugs in urban schools. 

With the adoption of the recommendations which we have of- 
fered, NSBA belioves that the administration's legislative package 
can be a viable contribution to existing programs. But it is only a 
preface to defining the vital role in which our Federal Government, 
particularly an "Education" President, must play in assuring edu- 
cational proR^ into the competitive world of the 2l8t century. 
Because our Nation's educational challenge is so great, we urge the 
Mmmistration to expand the scope of its initiatives and promote 
them more aggressively. 

Thwik >ou again for the opportunity to testify before the sub- 
committee today. 

Senator Pell. Thank you very much indeed, and for your sugges- 
tions. 

[The prepared statement of Mr. McCully follows:] 
Prepared Statement of Mr. McCully 

I am Larry McCully, a school board member from El Dorado, KS. I am pleased to 
have thu opportumty to testify before the subcommittee on behalf of the National 
School Boards Association (NSBA), which represents the 95,000 local school board 
members acrose the — * ' — »— -l. ^ .. - 



NSBA believes that 



country who set pohcy for the education of our school children. 
It F^ident Bush's education initiative, the "Educational Excel- 



lence Act of 1989 (S. 695) can make a positive contribution in the improvement of 
educational qualitir. However, several key concerns would need to be addressed 
before local school Boards can support that legislation. 

A ftmdamental concern, and it is one which is expressed throughout my testimo- 
ny, ^ the matter of flmdlnff priorities. In this regard, we are concerned that the 
administration has proposed to fmd this legislation within a budget package that 
would reallocate the fiindtag increases necessary to sustain service levels for Chap- 
ter 1 and other successful programs for children with special needs. At the local 
level whereiinplementation occurs, we cannot support subordinating on-going serv- 
*?5.JP^^i^**fr creation of a new program. Therefore, we recommend 
the addition of funding triggers to protect against that. 

Further, it should be recognized that S. 696 is a limited piece of legislation both in 
terms of addressing the specific program needs which it identifies, and in terms of 
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addreiting the significant and serious unmet needs of education. Hence, in fUlfilUng 
the role which must be played by the Federal Government, this legislation is only 
the first page in the book. Certainlv, it cannot be the final chapter in what we b^ 
lieve is Fresident Bush's genuine desire to ridse the Federal Government's educa- 
tion jprinrity. 

With theee introductory points in mind, I would like to comment on the substan- 
tive aspects of the administration's propoaals. 

The stated purpose of the merit school program is to reward schools which have 
made p r ogr e ss toward (1) raising student achievement; (2) creating a safe and drug- 
free school environment, and do) reducing the dropout rate. Although these are 
laudatory legislative objectivesi several concerns woxild need to be addressed before 
NSEA can ofier its support* 

First, NSBA believes that the basic criteria for the State selection of merit schools 
should place a neater emphasis on fiinding those school sites which have high con- 
oentrations of disadvantaged students. Since one^half the State allocation formula is 
based on low-income children, we recommend tihat the States be required to target 
at least one-half of award fimding to Chapter 1 schools. Further, recipient schools 
should be reouired to have a demonstrate need or use for fimds that are not other- 
wise reasonably within the financial capability of the school district to provide. In 
this regard, although we fiilly Bftw with Section 4708(cX4), which effectively prohib* 
its State departments of education from conditioning awards to their own program- 
matic requirements, we believe the provision goes too far by implying that a school 
can receive fUnds even if it has no plan or need for the particular amount of the 
award. 

Second, provisions in the bill relating to State criteria for making awards and for 
guiding the local use of funds are more specific to activities at the nigh school level 
than the elementary or middle school levels. Accordingly, it is not clear whether the 
emphasis is on the secondary level, or whether awards to the elementary level are 
not intended to have any federally legislated guidance. In addressing the secondary 
level, we urge the subcommittee to consider areas of overlap between the objectives 
of this bill and the yet unfunded Secondary School Basic Skills and Dropout Pre- 
vention Program wmch was enacted last year. That program Ib authorized at $400 
million for fiscal year 1990 and could well accommodate a merit schools award com- 
ponent. 

Third, the bill does not establish or address the role and responsibilities of the 
local education agencv in the award process. Under the section relating to the local 
use of funds, the bill does not recognize that individual schools shomd use these 
fimds in a manner consistent with the district-wide policies, contracts, and educa- 
tional objectives of the school system. By failing to do so such unintended results 
can occur as the contravention of court desegregation orders, inconsistencies with 
union agreements, as well as inconsistencies with the overall policies and State 
operational mandates that apply to the district as a whole. 

Fourth, we have several questions relating to State administration. With five per- 
cent of funds set aside for administration, |25 million per year would be spent for 
that purpose at the fUlly authorized level of $500 million. Restated, assuming an av- 
erage award of $100,000 p^r recipient, an administrative expenditure of $5,000 per 
award seems excessive. 

Fifth, the bill onlv allows av/ards to be made to schools which have made progress 
over some unspecified period of time. NSBA ursfes that school sites which have ex- 
hibited sustained long term achievement be eUgible as well. 

Sixth, as I indicated at the outset, we urge that the program include a fUnding 
trigeer to ensure that it results in an increased Federal commitment, rather than a 
reallocation of fiinds at the expense of those existing programs targeted to children 
with special needs. Indeed, at a time of scarce Federal fUnding, we oeUeve that this 
trigger, as weU as, the targeting recommendationsi which we have made, are criti- 
caT In the absence of such provisions, the legitimate policy question can be asked: 
Why fUnd schools that do not need more money to succeed-^when there are other 
programs in desperate need of additional dollars/ 

Title I, Part B of S. 695 proposes a new program of Magnet Schools of Excellence. 
This program has the admirable goals of expanding educational choices for students 
and parents and strengthening the knowledge of students in academic and vocation- 
al subjects. 

However, the proposal creates an invidious comparison with the existing Magnet 
School Assistance Program, which this subcommittee reauthorized just last year as 
part of the Hawkins-Stafford School Improvement Amendments of 1988. The pri- 
mary purpose of the Magnet Schools Assistance Program is to provide Federal as- 
sistance to the hundreds of school districts operating magnet schools as part of a 
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Stion plan. While we aMume it it uointentional, the title of the program 
under S. 695 impUes that magnet achoola currendy being operated with 
of exceUenS^^ purpoeee of achool deeegregation are noT'magnet echoolB 

Thia implication u not only unfortunate but also clearly inaccurate because 
muiv, if not molt, of the magnet schools currently receiving Federal assistance are 
widely recognised as tnodels of educational innovation and excellence. In fact, it is 
schools such as those m Buffalo, NY; Montclair, NJ, and St. Paul, MN, that have 
made the case for the value of expanding educational choices for parents and stu* 
dents. 

pettier »i««jlfi£?nt oon^^ is that the Magnet Schools of Excellence Program, 
auUionsed for |100 million, would divert ftmding from magnet schools that are part 
<^d e e e g P 5g a tion plans unless a clear commitment is made to also ftilly ftmd the ex- 
istmg magnet schools assistance program. The president's budget for fiscal year 
19M does not rtwuest any increase in ftmds beyond the $118.6 million appropriated 
in fiscal year 19^ for the Magnet Schools Assirtance Progwun. «PPnipr»w« 

In the current gnmt crjrcle, 140 school districts have applied for fimds but the De- 
partment of Education has indicated it has only enough fimda to award fifty-five 
grants. Therefore, eighty-five school districta witt magnet achool programs that are 
part of desegregation plans will go unfunded at the same time that a new $100 mU- 
lion program is proposed to fund additional school districts without desegngation 
pluis. Such a pohpy would not be equitable nor consistent with the longstanding 
Federal commitment to assist school deeenegation. 

^ V^i*^^*^^ boards could not support Magnet Schools of Excellence without a pro- 
vision that gives special consideration to those school districts implementing deseg- 
regation plans. In addition, a trigmr should be added that would prohibit new ap- 
proprtations for Magnet Schools of Excellence until appropriations for the Magnet 
School Assistance Promam reached $200 million. 

Title I, Part G would create a $26 million State-based program of assistance for 
alternative certification of teachers and principals. School boards are greatly aware 
of the need to expand the pool of talented and motivated teachers and school admin- 
istrators available to our public schools. 

In the next decade, large numbers of our most experienced educators will be retir- 
ing while atUie same time fewer top quality students are enrolling in teacher prep- 
aration programs. Already serious shortages in the critical areas of mathematics 
and science education have developed. In addition, the continuing decline in the 
numbers of mmonty students attracted to teachixig is creating a new crisis of absent 
role models in many classrooms where demographic trends predict growing minori- 
ty enrollments. 9 ^ 

We support tUs program to allow States to develop or expand on alternatives to 
traditional certification for individuals who have demonstrated a high level of com- 
petence m a particular subiect area or hi management or leadership ourilities. We 
mue sever dl recommendations to refine this proposal. 

Furst, tiie $26 million program does not authorize enough money to justify the in- 
clusion of all fifty States. It would be more of an incentive to make larger grant 
awards available to those States interested in applying on a competitive basis. 

Second, maldM the program only one year in duration needlessly limits the effec- 
tiveness of this inmative. It may take several years before all States are prepared to 
avail themselvtji , this opportunity while others could benefit from several years of 
•^^S^^S^ ""PPP'i' The program should be authorized for at least three years; 

TTiird, Mie of the most significant obstacles which prospective candidates for alter- 
native certification face is financial support during the period of retraining which is 
often required in the better alternative programs currently in operation. This is 
r ° f4°^"°5 prospect of a significant reduction in salary that is required 
of candidates after they successfully make the transition to the teaching profession 
finom the private sector. 

Clearly, a Federal role in underwriting some part of this transition through the 

grovision of traimng stipends and loans or grants would greatly increase the feasi- 
uity and attractiveness of the alternative route to many experienced and talented 
people currently in other occupations. ^^^^ 
Finally, we must note that alternative certification programs can only hope to 
play a supplemental role in any serious comprehensive plan to Improve the quality 
of school professionals. It will take many more steps to assure that the Nation's 
schools have a good proportion of well-trained minority professionals on staff and 
siimcient number of math and science teachers to help our graduates be competitive 
in the world economy. We urge the committee, along with the President, to putsue 
such a comprehensive and well-fUnded effort immediately. 
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The concept of a Presidential Award of $6,000 for outstanding tcochei-s is attract 
tive. However, at an authorirad level of $7.6 million, the average State would be 
limited to approximately 28 such awards per year. The point is, thin funding level 
would only reward one teacher out of 1,600 which we beUeve wiU nesult in a sub- 
stantially less motivatmg factor than what the bill contemplates. 

In view of the limited ftinding contemplated for the program, a $200,000 set aside 
t.t ^^'"^PPyj?^™ excessive, especially since the current Teacher 

of the Year program probably ftilfills the pubUc relations functions which the legis- 
lation seeks. We have a comparable concern over the open-ended aUowance for such 
ceremomes m each of the 50 States. 

Thm criteria listed by which teachers would be selected ate taii^ted on excellence 
m the area of special programs, such as the disadvantaged or gUted, as well as on 
curriculum innovation and other tvpes of special programs. We do not object to the 
specific items enumerated on the list, and we recognize that they are offered only as 
examples. Nonetheless, we urge that this permissive list of guiding examples also 
include teachers who have been outstanding successes in teaching the "typical" cur- 
nculum to "typical ' children. 

The proposed $5 milUon program for National Science Scholars will be a welcome 
addition to the variety of Federal grant and loan programs currently on the books. 

Likewse, given the priority needed to eliminate drugs from the environment of 
our youth, a new $26 million Urban Emergency Grant program presents a benefi- 
cial complement to current Federal efforts. 

With regard to grants for Historically Black Colleges and Universities, NSBA rec- 
ognizee the need to assist these institutions, and therefore supports viable efforts 
toward that end. 

Hence, in addressing Title U and IH, NSBA is generally supportive. However, it 
should be recopiized that these helpftil programs are small— which by themselves 
are not a national cmprehenaive panacea to the production of national science 
scholars or to eliminating drugs in urban schools. 

In a)nclusion, the administration's package is a well-intentioned step in the right 
direction. With the adoption of the recommendations which we have offered, NSBA 
believes that this proposal can be a viable complement to existing programs. How- 
ever, as we luve mdicated throughout our statement, this proposal is but a down 
Ijayment m definmg the vital role which our Federal Government, including an 
Education President, must play in assuring educational progress into the competi- 
tive world of the 2l8t century. Because our Nation's educational chaUenge is so 
great, we urge the administration to more actively promote and expand its initia- 
vives. 

Meanwhile, NSBA would be pleased to provide the subcommittee whatever assist- 
ance we can, should it decido to give further consideration to this legislation. 
Tbanlc you for the opportunity to testify before the subcommittee today. 

Senator Pell. Dr. Thomas, incidentally, Senator Simon's plane is 
bemg delayed. He wanted to be here to introduce you. He asked me 
to relay his good wishes to you. Dr. Thomas. 

STATEMENT OF DR. CHARLES R. THOMAS, SUPERINTENDENT OF 
SCHOOLS, ELEMENTARY SCHOOL DISTRICT 64, NORTH CHICA- 
GO. IL, ON BEHALF OF AMERICAN ASSOCIATION OF SCHOOL 
ADMINISTRATORS 

Dr. Thomas. Thank you very much. 

Mr. Chairman, my name is Charles Thomas. I am superintendent 
of schools of North Chicago Elementary School District, North Chi- 
cago, IL. Our district is a district that has the distinction of being 
the home of the Great Lakes Naval Training Station. So you can 
^fS** we are heavily impacted, approximately 50 percent im- 

I am here also as the chairman of the Federal Policy and Legisla- 
tion Committee of the American Association of School Administra- 
tors. I am chairman of that committee. AASA is an organization 
that represents over 18,000 superintendente across the country. 
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Let me begin by thanking you for allowing U8 the opportunity, 
those of us who run the schools and operate them throughout the 
country, to make a few remarks before this subcommittee. 

We are generally pleased with the education initiatives of the 
President. However, we are concerned about the merit school pro- 
gram because we believe that there is a legitimate concern that the 
whole question of merit and how those schools will be judged can 
stand in question. Schools serving middle or wealthy students 
would have an imfair advantage, we believe, over the less-advan- 
taged schools. 

I would like to spend much of my time, or the time that we ha^ e 
left, talking about perhaps some new ground because we believe 
that while we welcome the initiatives in S. 695, Mr. Chairman, we 
believe that the ideas are good but there are things that have been 
left out in terms of providing the financial underainning necessary 
to make the initiatives that the President talks about a reality and 
to make the programs that are already on the books a reality in 
terms of their reaching their full potential. 

We believe that in order to maximize educational opportunities 
for all youngsters, we need to increase the discretionary pie that is 
available to fund those programs. Now, while we talk about adding 
programs, no one has talked about how we are going to provid3 the 
funding and where the funding is going to come from. 

I represent the Federal Policy and Legislation Committee, and 
our direction is veiy clear. We have stated as our position at our 
January meeting that we believe that all existing Federal pro- 
grams need to be fUlly funded before any new programs are cre- 
ated. 

Mr. Chairman, we believe that you and your colleagues have an 
opportunity to break new ground. You have an opportunity to take 
a historic step by accomplishing the goal for reaching those chil- 
dren in whose future our country rests. We believe that by creating 
a children's trust into which funds could be invested, which would 
be a dedicated tax for education out of which would How the fund- 
ing necessary to fully fund Head Start, the Chapter 1 program, end 
the education for all handicapped and health care programs for 
children and any new Federal child care initiative. 

The specifics of the trust obviously cannot be outlined in detail 
here, but we have that as part of the full testimony v^hich you 
have, and I would commit that for your consideration. 

Given the fact that the public has been very consistent in polls 
throughout the country saying that they would be willing to raise 
taxes for education, we believe that a small increase in the income 
tax, generating $25-30 billion per year for the trust, is politically 
achievable. 

We also believe that this subcommittee is the particular body 
that can most readily make the case for the children's trust to your 
colleagues, since you are the giiardians of the programs serving the 
most vulnerable and the most valuable members of our society. 

The children's trust is an idea that was developed by Jules Schu- 
garman, who is the State secretary of social and health services in 
Washington, the State of Washington. First, it would be acknowl- 
edged that this would provide a long-term partnership that exists 
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on behalf of children between the Federal, State and local Govern- 
ments. 

Second, it would be baaed on earmarked revenue source, which 
we don t have now. It's all in a discretionary pie, and that pie is 
small and it has not enlarged. 

Third, it would create a network of programs designed to sever 
the crippling connection that now exists in our society between op^ 
portunity and family income. 

Fourth, it would provide a basis for expanding child care to all 
families wishing to participate. 

We offer, Mr Chairman and members of the committee, what I 
belie\ e is a very modest proposal. What our Nation faces if we con- 
tmue to ignore the demographic profile of the children in whom we 
naust invest to expand our economy and to keep our factories run- 
ning, it is certain that they will slip into second- and third-class 
citizenship status. 

For the sake of the Nation, for the sake of the children, we urge 
you to incorporate the children's trust concept into S. 696. 

Finally, Mr. Chairman, I would like to state once again that we 
believe that the ideas contained in S. 095, as they now stand, are 
Snod ideas, but we need a foundation to sustain them if they are to 
help our Nation achieve the long-term success. Thank you very 
much. 

Senator Pell. Thank you very much. Dr. Thomas. 
[The prepared statement of Dr. Thomas follows:] 
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PREPARED STATEMENT OF DR. CHARLES THOMAS ON BEHALF OF 
THE AMERICAN ASSOCIATION OF SCHOOL ADMINISTRATORS 

Hr. Chairmn and Btnbtrt of the Subcoraitte«, ay ham la Charles Thooas, and I 

MM ChalrMn of tht Cowitttt on Federal Policy and Leiislatl-^n of the AoericAn 

Asfloolatlon of Sohool Adainistrators, the organization representing the nore 

than 18,000 local superintendents and school eiecutives on whose behalf X am 

testifying today. 

Let me begin, Hr. Chairnan, by thanl£lng you for giving those of us who 
actually operate local schools an 3portunity to appear before you today. We 
are grateful for the leadership you have shown for education over the years. 

At the time the President unveiled the programs proposed in S. 695, we 
welcomed his eaphasls on Herlc Schools, presidential excellence awards, math- 
science scholarships, drug-free schools and Historically Black Colleges and 
Universities. The only aspect of his program with which we might disagree are 
the Magnet Schools of Excellence, which we believe are a duplication of 
prugrans authorized in ''Alternative Curriculum Schools, Section ^606 of 
Public Law 100-297, the Hawkins-Stafford Amendments. 

With respect to Merit Schools, we believe awards oust be balanced, so aa not 
to discriminate. Schools serving middle class or wealthy students would have 
an unfair advantafe over schools serving less advantagea students. Merit, to 
be balanced, aist be based on gains for at least the first few years. Second, 
the means fbr determining what is "merif* must be clear and fair. The concept 
of merit awards is wonderful, out there is no current standard of merit that 
has a national consensus. Problems with cultural and sexual bias exist with 
standardized achievement testa and the tests, generally, are no more related 
to tuoceat in life than other measures 1 such as family income. The basis for 
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■trlt WQuld be & frttt toplo for « national educational policy dabata. 
Buslnaaa, aoadaM, political laadara and eduoatora could. In fact, probably 
agraa on Jtrit and product tht yardatloka. 

Wa ballava that through S. 695 you can contlnua to ahapa fedaral prograaw to 
naka thea conalatant with achocl refgrv effcrta in autaa and ached 
diatrlcta. Theaa effcrta enphaaUe the prcfeaaicnallzatlcn of education, the 
elimination of e^tceaalve bureauoraclea, and the Lnvclvenent of parenta and 
bualnaaa leaders In achoola. Profaaa ^nallzlng education ia a long tera 
proceaa that Ineludea attracting the beat with high salarlea and excellent 
working condltlona, rlgoroua undergraduate and profeaslcnal preparation, a 
life-long coflBltnert to prcfeaaional growth, and a work envlronaent that 
requlrea participation in prcfeaaLcpal deolalona. To the extent that you 
shape S. 695 In a way that relnfcrcaa those praotloea and truata educators co 
fulfill their role without «ha burden of eiicesalve federal and atate 
preaorlptlona, you will etihanoe eduoatlon and the lives of children. 

Uhlle we welooM the Initiatives In S. 695, Mr. ChaLrsan, we who adalnlster 
looai schools respectfully suggest that tiUa legislation Is Incomplete. Aj 
now stands, the prograas in thla bill represent the lolng on a cake that haa 
not yet been baked* 

The Presld«it>s proposals aeea to be a rehash of prograas now in place in one 
or acre aUtea. Covernor Thoaaa Kean warned In the forward to Results In 
Education K^Bj, **Those who would be president should speak to national needs 
In education, but should not Just reoast gubernatorial prograas.** An 
eaaainatlon of the prograaa in the President's proposal finds that Merit 
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Schools looka t good dMl lika tha progrui of Governor Robtrt Orr of 
Indiana; tht Inltlatlva on daragulatlon looks lika the proposal of Governor 
Roy RoMr of Colorado to develop creativity zones; the proposal on alternative 
certlfloatlon Is very slaller to the proposal of Governor Thomas Kean of New 
Jersey; and the proposal on teacher recofnition follows the programs of nany 
states and local school boards, but probably Lamar Alexander of Tennessee 
should be given credit. The states are already addressing the ideas in the 
President's proposal. The national need to address the burgeoning nunoer of 
poor children, children born drug addicted, and children who lack quality 
child care is not addressed by the President or as yet by Congres:). It is the 
National problems of children thmt AASA submits should be added to S. 695. 
The states are doinf fine in addressing the subsets of education policy, for 
which they, after, all are oonscitutionally responsible. 

It is a disgrace that in 1989 family income is still the best predictor of a 
child's life opportunities and educational achievement. AASA would like to 
laeue a call to seve>* the connection between income and opportunity. 

The Department of Education and the Department of Health and Human Services 
currently administer a handful of powerful » existing programs— procrams that 
w« know deliver solid results for children— but which are not having the 
Impact they abould, becauae of a lack of federal dollar conitment. 

The AASA ooMlttee I chair, Mr. Chairman, dearly established our position on 
this issue in January when we stated that the federal government should "fully 
fund existing educational programs,** before any new programs are created. 
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You ind colltaguta havt tht opportunity, through thla lecUlAtlon, to makt 
surt that tha ooMltawnt to dlaadvintagad young paoplaf to tha fadaral rola of 
proflwtlnf aqulty and aquaJity in aducatlon, I3 carrlad to fruition. It is a 
goal to wbioh wa all aspira but tha attalnmant of which is fruatratad by tha 
axploslva growth of spending on dafansa, antltlatMnts and Intarast paynants on 
tha national dabt, and tha oonco«ltant shrinking, under Gram/ Rudnan /Hoi lings, 
of federal discretionary spending. I ask you to recall that there are no 
entitlements for poor or handicapped young children In education; every n'^kle 
of elementary and secondary education funding Is discretionary. 

You can take an hiaboric atap toward accooplishing the goal of reaching those 
children, whose lYiture is our oconoa^'s only hope, by creating a Children's 
Trust into which could be Invested funds froa a dedicated Ux for education, 
and out of which could flow the funds necessary to fully fund Head Start, the 
Chapter 1 prograa of coapenaatory education for dlsadvanUged children, the 
education fbr All Handicapped program, health care prograaa for children, and 
any new federal child care initiative. 

The specifics of tha Trust obviously would have to be nagotlated between this 
Coanittee and the Finance Coaaittee. We believe that fUnda for the Trust 
should derive froa a paraanent, progreaslve Ux, the revenue froa which would 
be dedicated to the Truat, auoh like Social Security and ita tax. 

Given that tha publio oonaiatantly sUtes in national polls that lu is willing 
to pay aora Uxea for education , we believe a saalJ. increase in the inooae 
Ux, generating (25 to t30 billion per year for the Trust, la politically 
achievable. We also believe that thla Ccenlttee is the body that can aoat 
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readll^v sake th« ota« for the DUldren'a Truat to your colleaguea, aince you 
art the guardlana of prograou aervlng the moat vulnertUe anc* valuable nembera 
of our aooiety. You know that If ue fall nou to inveat In then, vjc will have 
no future • 

The Chlldren'a Trust— aa we have aketchily outlined here and aa Waahington 
State Secretary of Social and Health Servlcea Jule Sugarman haa propoaed In 
far greater detail— would have aeveral key elementa: 

First, it would be an acknowledgenent of the long-tern partnerahlp that 
exiata on behalf of children between federal, atate and local governfflent. 

Second, it would be baaed on an earmarked revenue acurce. 

Third, it would create a network of prograaa deaigned to aev«r the 
crippling connection that now esiata in our aooiety between opportunity and 
family income. • 

Fourth, it would provide a baaia for expanding child care to all 
familiea wiahing to participate. 

What we offeri Mr. Chalraan ^d membera of the SuboooBittee, la a modeat 
propoaal. What our nation facea, if we continue to ignore the demographic 
profile of the children in whom we muat inveat to expand our economy and keep 
our factor lea running, la a certain slippage to second or third olaaa economic 
atatua. 



ERIC 




58 



For tht mIm of our nation, for tho mIco of our ohlldrtn wo urgt you to 
Inoorporato a Children's Trust Into 5. 695. 

Flnaiiy, I would llko to aUto, onoo again, that wo btllavt tht ideaa 
contalntd in S. 695» aa It now atandSi art good* But thty ntad a foundation 
to sustain thaa, If thoy art to holp our nation aohlovo long torn suoosss. 
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Schematic A 
CHILDREN'S TRUST 
Revenues and Appropriations 
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Schematics 



Listing of Part A and Part B Programs 
and FY89 Appropriation Levels (In Millions) 
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t.07$ 


? tv 


Mittf *nd Child HoAlth 


Ml 


TitltXiX 


MfldiCAid V 


fMl 


TiUt XX 


SociAl Sorvictt 






Totil.PartA 


S I.S1S 



Parte 

Non-Social SKurity 
Act Service Programs 



Human Ot ^ i lo pmont Sirvkii 

Htad Sian i t.20a 0 

Runaway And Homoltu Youth HO 

Child Abutt 110 

Oopandant Cara Manning $ q 

Family ViOia< <a Granu $ \ 

Davaiopmantai Oitab«tiiiai 71 0 

Haaith Sarvicaf 

infant Monaliiy 10 0 

Jfflffluniiaiiont 102 0 

AdolOKani Family iifa ) 7 

family Planning I4Q Q 

Food Programs 

$pa<tai Milk 30 1 

C^iid Nutrition 4.712 0 
WiCSuop4amania«faodingPro9r«m« \,n\ 2 

Work ProgrAMft 

Summer «nd Vouih Cnrtpioymam 7ia 0 

FaoarauobCorpt §10 0 



Parts 

Continued 



idgcatien f c • Handicappad i . 7a i 0 

iducation K . i>«advanu9ad a, S t i o 

Vocational and Adult Iducation Mi i 

Miaarch §i o 

Spatial Program) 2.101 2 



Foitar Grandparanu 1 1 ] o 

VISTA 210 

Mittino CNldran a 0 
Motional imtituta for Child Haaith 

and Human Oavalopmant ttoo 

Totals Porta $20.2S4 4 

Sarvkamotindiidod (Noia) 
Tnbal Haaith Sarvicai 
FeodStampi 

AFX 

Community Haaith Cantart 
Migrant Haaith Cantars 
Akohol. Drug Abcta and Mantal Haalih 
aofugaa and Entranca Atnitanca 
Highar education 



Saa Appandit A fordataiiad program accounts 
undar thaia ganar ai budgatary catagonai and 
lor accounts rtot irKludad 



^ Cstim«ied amount fo* chiidran. youth and Umiiiti 4% dttimc: from sarvicai lo ihe elderly 

^ €iiim«iad eipendiiurts for nrtaternai and child haaiih wMUhm the Madicaid program Trust fund 

\AfOuid t>a iimiiac< to state sh«rt of Madicaid funding 
NOTE Thasa programs serve children 4nd yOuth. but saparat'^ financial data art not yat available 
Af OC and food Stamp programs are aidudad Irom TruM funding 
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66 I 



FINANCINQ CHILDREN'S SERVICES: 

A PROPOSAL I O CREATE A CHILDREN'S TRUST 
A. Bacicqround 



SoeW. aductfonil and hiilih wvlcit tor 

ofMMllmt. G«wilrtvtnuM«riui«dtoiupponthiMprogrBmt. Sp^eWc amountt trt ap- 
propriMd arvMJily by CongrM tor program. Thcra m aom programs luch m AFDC. 
Medicaid and Food Slampi, GiMtd MMmM programi, 

naoiiaafyfoaarvtallglbtopaopto. Thaaa andtiamam programs, axcapi for aaltctad Madlcatd a3r« 
vtoaa, ara ganaraHy not oovorad by thia propoail. 

B. Tht Funding Q«p 



Thara la widaipraad agraamani tM fubatantw Incraaaaa In aarv^ 

waiaalmprovamania In quality of aarvloaa to chidran and I wBnoCdatalthat 

naad In thia papar. bod) bacauaa I la ampty downaniad atoawharo. and 

f ocua on tha la84M of how ahal wa financa thoaa aaaantw aaivteaa. 

Many axladng Mivteaa ara at a poM of crWa bacuM or Inadw 

thoaamnaad. Odiara have laan quality daCaitoraitaitondlnghaalUad to kaap up «^ In 
addlttoa Congraaa la cjtranily aoomMng tha naad tor odw 

BiA tha common diamnv la tha Mvara nmkattona on now ipan^ 

budgatdafldL Aaaraauli.avanthougf)Congraaamaycu<inuatoauthorttanawprogramaandM^ 

pand program raqulramanta, tha anauine funding la tMy to ba 

Advocataafdrchldran and tamllaahavamiwbaan grasping at atrawi Damonstra- 
tion programa, sllminatton of un n s c sssaiy pragrama. Improvad alWancy. lattlnq priofWas > prtvata 
sactor fund raislna and buainaaaflnanoadaaivtoaaaraofVaradaapaii^^ Howavar.lnmyludgo* 
mani. nona of ftaaa approonhaa, MMdualy or colact^aly, Is iHc^ 
fraction of tharaalnaad. I baia^a tf ia ra la no quaatton that uniaa addWtonal publte funding la 
mada avallabla, our eNMran «M ba at kieraaalng rtak. 

C, \U% PropoMi For A Chlldftn't Trurt 



/ propoaa Ifia craatfon a CNUm 'a Tnat flrmnc^d by rnn^ay— and ^mployr contributfonM, This 
approacfi, In my vtaw, haattia moat raalMc potsntlal to ganarsta \h$ financial rasourcas sssantlal to 
a maanlngiy Imprawamara In sacvlcaa to famllaa and cf)^^ 

Tha propoaal assantially craaiaa a much anfirgad pod of rsvanuaa from which Congrau can sp- 
proprlatatonds to imprava program qudlty.axpandssn/icassnd add nawsar^^ Tharawouldba 
no changa in sxisting (itwa and/or ragulatlona which apply to programs f undad through tha Chldran's 

Trust. 
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ThM. itw awnt niM on twgiUno ol fund*. •Hglitty for iwvloN. illgK^ 

•'f**^ ■coourtibWy. puMc ptitlc^wBon. pnym adiiim mimi on and attm 
n«nm««Mi«ni«nin«lidfor«pragmnw. Sknltrty, commiitM lurMiction over substantivt 
IcgWiliOflWMMnailMCtangKt HlipoMiMttWConflrMimlahtconMarrwwsub-committe* 
mnginMM tor hMdkig ■PpropriaOom m tm ovmI tpandlno agiin« tte ChMrm t Trust can 

OwlHOnWO W Pi 

Tt)« prineipla of uting am^oyor and amptoyM contrfe^^ 

(•.Q.,rfmttm%na^lMbi^imjnnc») la aoctpiad in tha $oeW Swsurtty Act For ihat raason. 
w« baNma 1 CM*! aiao ba appUad to chWran'a provima. 

I aniMncornad that tha amplayar/arnpl^ 

to raduM tha ragraaahwnaaa. paitlcdarty by IncraMino tha bMa of taxiUa awnkiga. 
D. Rtatont For Thit Parttculir Appfoaeh 

I h«wa axaminad a numbar of appro«:hM to Impiowlng ravanuaa tor chM and famly programs, in 
dokigtoJsougM a mathodwtiteh would aaaura.lnaoevaapoaaibta. that: 

11* II?* '•^^.'nfc^lbauaadl^ 

ThaOOdran « Truat iimtta tha uaa of additional ravanuaa to Ra anumaratad pragrama (S— 

(2) Tha naw ravanuaa WKXid not ilQnMcanttylncraM tha ragraaaMiy of tha tax ayitm^ 
norlmpoaaanunraaaonaMaflnKKlalbuKtanonlowarlnoomat a i(payaf«> Thapropoaal 
<uqga<amathodafofachlav<nqthaaaohtaci>wa> (SmStetonlmiTtJafD). 

(3) Tha aocpandltunM for diM and (amiy pragrama would /wf add to iMarridafic^ 
Tniat uaaa ravanuaa which h>v« baan ralaad apacMcaly for ChM. youth, and tarny 
pregranw, and doaa not Incraaaa tha daddt 

(4) Thar, w ravanuaa would aqual at laaat $5 Mllonlniha tint yaar and grow to $20 bil- 
lion ovarftvayawa. ThaaalavalaaraiudoadtobaaaMntWtomaatdocumantadnaada. 

At tha aanw tima, thay ara wftMn tha lln«i of program growth which can ba admMstratlva- 
lymanagad. 

(5) Altar tha lint IVayaara. than ihoiddba tha poaaMty of furthar growth u tha naad 
forsarvlcaagrewa. Thara la oondnuing growth In tha wagabasa which would mafca 
program growth poaaifaia aa wal aa providing an adga agamat Inliatloa 

(■) Tha ravanuaa coiidbaooiactadwthoutalgnMcaniaddhionaiaxpansa. Thacoiiac- 
tlonmachanlsm for social aacurllycoUdbausad with virtually no additional cost 

nwfcad tar chid, youh and fintfy aaivtcas and not divartad to othar functions. I rae^ 
markkigvW«aa tha prindpiaa of aound public llnanea. Howavar, I baiiava it to ba lustMad in this 
caaa both bacauaa (a) tha naad for thia typa of program Is ao crticiri and (b) public suppon for thasa 
typaa of programs may mak* an aannarfcad tax acc a ptabia wharaas H would not ba accapubia to 
miaaganaral ravanuaa. Simllarty a pay u you go approach In which rsvanuas ara ratssdspaciOcal- 
-^y for tha naw and Improvad sarvlcas maans thara wit ba no Impact on fadral deficHa. 
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iB» SpSOWOMtiOfH fOf t CIllHlfW'S Tfmt 



(1) AOhMifl'tTrMlhoiidbiefiMApirtiiptiiTMtm 
lu liortMi wnfbioMtwsvtiosM uoiifiMlloni. I^AdthtTniMshotidteuttdio 
flrano* eMd. youA and iMiily wvlow undir TIlM IV« IV«, IV< V, XIX Md m 
SodriSMurty AA PMl tf Ite Tim 

cMdrani yoiMhindfMnHMwMoh winolipirt of itMtecW Stcuffty Aci fAS'i HMd 
j?i^dliiiifcM]ni«<i/tiMt>iliia.llMnl^ dh/ointf mintt/fni/tfi jtj 

WoMi), In rii, 67 or hkw pfoyw wcxM iigUi tof totfnQ^itt^npincttr^, 

(a) ipropoti to llninottt)tChldrin*aTriMl through 4n TMi 
tnMi ftmd and miihod of tMNtoa whH limlir to 

TnjilFijnd(TMSO,taMMyMparMl^ Funds ooiM not bo trmiftrridbitwMn 

ThtChWron'aTmiiandOASITnjiit. SopmiotmrMi\MouldboimpoMidforMch 

trust Hovi«vir,thomschonismstoroolocdngtsmwo(Mbol(l^^ 

onv ifittro iKDonsis of caSftctttti EmBkMS Md omflkaMsr oontrttxtlons coiid oraduM 

funds tefttwChldron'sTfusi through owelty of msthods f ^ 

coffpMi df^GUUion} such iS! 



(A) iBcrsosfaii tht Tax Rati 



Ymt 


TanUt 


EaiploysT 


Eaplogrtt 


EsUoMttd* 




Payroli 


Rat* 


RaU 


Rmaow 


1990 


SlStrilUoa 


.1% 


.1% 


$5.0 bUllM 


1991 


UTtrUUoH 


.1% 


.1% 


$SA bUUM 


1992 


$19triUlMi 


2% 


M . 


SlUbilUoB 


1993 


$3.1trllll«a 


.3% 


M 


SlliUUiMi 


1994 




3% 


M 


$194bUUMi 



A variatton of Incfsasing tha tax rata wolid siso sIMnatt tha ^ 

poaaa.e%ralaonhlgjiarlswsllnoomaa. TMa would add about $12 bWonlncomaavarnvayaars 



Suiyhw9 ln$umnG0 and Oiubiify kmmnG$ Trutt PundB. 
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(B) Iiemilag Um TaxaUt Waft BaM 

^ (199$ ilgun) for an individual. 
" proportion to tha gwwh in avafaqa wapat and l» wtlmifd to 
J!?*?:?". 1 8K It hae baan luggMtad tt«i tha NmK ba ramowad tharaby incrMs- 
hgawyWrtqiyo^ Ractnt 
caletMlanaby^^ 

cratjaa fangino fiom t3i.S bNon in 1900 to 140.5 bMon In 1904, If ttia cap on tan 

122? "^i^S?* W»«al78.000W.laatlmataaiangao»$2S2 
OBlon to 932.1 oMon 

TouaiBcraasa(biUioH) 

Yaar No 'cap' $75,000 

•cap' 

Its 8i-2 

1992 1 28.9 

}2S 821 ' 3®-* 

1994 $40J 132.1 

Anat^anM-eapr^^ 

programa^llratflvayaara. ThafafofaonamlgNoonaidar(a)acapataomaathar 

W 4»<a>npttan of a oma tnoowa (a.g. ir.ooo) from t axa ttoi m ocdar to 
SSStSJITSSirW «hwiaivtoaa (a.g. Nglmtduculontndlong 

Truat wttKM tha naad tor tax hmaaaaa affacikig kMvar Incoma tan^ 

Thacholeaamonqthc »appro>chaalanwwttwougWydlactiiaadlnAppandb(a Suf- 
to I to aay. that tha fundahMnial ofa|ac(»« la to rMa a Mjmclant anK^ 
ttireuah tha arnftoyar/amployaa tax to fl^^ 
chHraa youth and famiaa. 

tloaThmfOf^Coiv^ fliandaMltaaNlompraprMaa«:hyaartotha 
CMdranaTmManamoM 

1^«PP«P*«* «odil Sacirty Ad aarvtea program 
^f^*** 'PP^°P**'"'*<^'>>'*^ bllon. WhIaCongraatcan. 

!I?i??lf5??!f'' ®"V«aaaa to ipadte la^^ 
linatorththto Hart wienata a premiaa which chMadvc itat can affacUvaiy um in tha 



Addttonaly, tha law migrt prevlda thrt Tnjtt funda art not avalabia for apprepri^ 

laaa Coognaa haa mada tha nwidatad approprlMlona. Thia prcKMaa chU advocataa with 
avcn atrongar argumanta. 
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(4) Conprm ihoJd minditi Miiif to appfoprirta from qinini mmm iich yttr such 
iumi tor M programs ipicVM In Ptft B M wM Miuii or ixcftd th^ 
approfMtttom for luc^prograrnt In tht MM fiscal yior^ For FY S9. this mar)dttad ap- 
pfopiWtan woiM ba approodmaMy $20.3 biloa Optlonai tncrssm from gtntral 
rsvsraiaa ihodd aiao ba auttK)r1wi. 

(I) Eaehstttaiho(idbaraqulradtoproi«aal«raloffundlngfbrParuAa^ 
programs wtMi. In ihaaggragala.aqijals or axcaadsttwaggragataappR^ for 
such programa In FY itM. 

(5) EacftyaarCongraaa should appropcta ta funds f^omthaTruat to Parts AandB 
programs. Appropriattona tor Part A programs shoiJdtaka Into account thaastlmatsd 
dsmand for funds t>y tha icataa, asiimatad oontrt)Utlona to tha fund an^ 

from prior yaari, provUad ttiat approprtattons for a partkMlar yav 

than ¥iM can also ballnancad In futurayaars. Slmlaity. tha naads of Part A programs 

^MoiMfiava to bacomparad to thanaadsd Part B programs, in sffact. Congrsss would 

f«vatoconsldsracomprahanslvaanalysiaof chldran,youtfiandfamlynaads. Partvpa 

tha Praaldam shoild ba raqulrad to subrnft a spacW analysis appandU to tha bud^ 

donainothararaaa. 

(7) Part A Trust funds shoiid ba aRocatad among tha stsiaa; ona thM acoordl^ 
tt)s nurnbar of chHran In tha stata: cna third basar' jn tha nurnbar of pariona In po^^ 
and ona third taMng into account par capKamcornam tha siata. (^TM^Aforpm^m- 
agaa/tocatfona.) That portion of tha TmatraMad to mandatad Part A approprtattons 
woua foaovfina ajuBifiy iMinDUDon panarR 

(S) Statssshouldbaraqulradlodswstepa c ompfshansVsplanforPart AchSd,youft 
andfkmlysarvtoaa. This plan wotid also InoorporMandclpatad funding of Part 
programa. Fadaral standarda woiid ba raqulrad Including prowWona tor rsportina 9C* 
couniaowy, puciic panippaDon ana non oiacnminaDon. 

Local (/.a. county and c^JgoMamman ts and nalghbortiood organizations should play 
msanlngfulrolaalndavdoplngsuchplsnai Sknlarty, tha prfvatanon-profKsactor naads 
tobakivdvad. 

VVithin tha paramstara of thair appro^ plan Qcvanm and lagislators 
discration wmn tha ataia's sham of total Part A funds to (a) aSocata such fun^ 
SocMSacurty Act programa aarvfrigchidrsn and tamilaauwalaa(b) to aSocata funds 
to othar (/.a., fadaral programa ssrvkigchSdraa youth or famMaa. Congrass 
would spsdfy to ifMch othar fadaral programs (a.0. Haad 

munirymsntalhaalth)aiocaHonsoo(Mbamada. (SaaSc^amatfc8indAppand^A/bfa 
//sdngoraue/iproonsms.) Congraaa would also spacify tha raculrad matching funds in 
thoaaoasaa. 
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Table A 



Proposed Allocations or CkUdrra's Trust Fuads 
ForPartAPropwBs 





polallM 


UMsr 


ntr 








toSMt 








wi4trU 


Lml 




PipillitllB 






flwOipiU 
Immc 


•flalto 












IMirlS 


Lml 
















18Mil 


99J99 


ItSJIf 


IJOl 


183398 


IMJN 






















141 


11,887 


0.482 


0515 


0.499 


1.167 


0.582 


0^ 


NewHampsUre 


253 


75 


14^ 


a402 


0274 


0338 


0927 


0J13 


0J02 


VefSMMl 


140 


50 




0222 


0215 


0319 


1.145 


035 


0.242 


MitfAckyiclli 




532 


16^380 


X165 


1.942 


1054 


0.847 


1.74i) 


1j6§0 


Rhode IsbMi 


223 


94 


13*906 


OJ57 


0343 


OJSU 


0.998 


0349 


0J37 


CooacyttoH 
MMibAtiMlk 


756 


243 


18jn9 


1^ 


0.887 


li)44 


0.767 


0301 


0.7» 














New York 


4368 


2^ 


16,050 


6.932 


8393 


7.663 


0.865 


6.628 




New Jersey 

TtMSiitvaiiU 

iulNetthCtotr 




6891 


7,211 


2955 


1515 


1735 


0.806 


1204 


im 


ifm 

•1 


1,2101 


3,437 


4J66 


4.417 


4.492 


1j033 


4j640 


4.479 


Ohio 


2^ 


1.089 


13,226 


4559 


3.976 


4.268 


1.049 


4.477 


4322 




1^ 


516 


12,446 


1390 


1^84 


1137 


1.115 


2383 


1300 


lUiooh 
MichiiM 


3,096 


lill 
9461 


14.738 


4.913 


4.494 


4.7M 


0.942 


4.431 


4277 


2,483 


1608 


3.941 


3.454 


3i98 


IJBO 


3.772 


3jM1 


Wttooosin 


1,284 


3981 


3,154 


2il38 


1.453 


1.746 


\S6i 


1342 


1.778 


WfSlNetthCcttlna 














MiAoesots 


1,139 


374 


14087 


1J08 


1J69 


1309 


0.965 


1365 


1.5U 


Iowa 


773 


286 


12.594 


12n 


1M4 


1.136 


1.102 


1.2S2 


1.209 


Misiouri 


1,327 


582 


13.244 


1106 


1125 


1116 


\m 


2.218 


1141 


Noilh Dakota 


197 


79 


12.052 


0J13 


0388 


0301 


1.151 


0.346 


0J34 


South Dakota 


206 


113 


11.161 
13.281 


0327 


0.413 


0370 


1.243 


O460 


0.444 


Nebraska 


448 


163 


0.711 


0395 


0.653 


1XM5 


0.682 


0.658 


Kansas 


665 


232 


I3,77S 


mi 


0847 


0.9S1 


\m 


0.9S8 


0.925 




■a 66 



SMik AUmUc ^'^^^ 

Delaware 157 

Maiyhwl IjOm 
DMliktofCoiHiUMa 132 

VirfiaU 1,444 

WmI ViriHua S16 

NortkCMoliu 1,SB9 
SoMkCarolua 

Horida 

iBBtialfcCwMnU 

KeaMcky 1/n) 
TeaaMMc 1^1 
AlaiNHM 1,117 
Miiiiiiippi 789 
WcalSaMkCMlral 



922 
1,6S8 
2436 



Ariraatii 



OUakoaM 
Teiaa 



MOMMM 

IdalM 

Wyooting 

Colorado 

New Mcucu 

Armma 

Nevada 

faciflc 

Waslwnglon 

Orccun 

Calilurnia 

Alaska 

Hawaii 



646 
1,357 

9Z4 
4,798 

234 
324 
160 
864 
448 
875 
220 

I.IMQ 
711 

6,840 
170 
290 



681 
4QS1 
113 
611 
2t7 
' 840 
500 
884 
1,287 

626 

720 
587 

424 

765 
394 

2,036 

94 

117 
36 
285 
226 
351 
69 

396 
274 
2,627 
42 

92 



4,272 
5364 

14161 
14^ 

iflkin 

11,617 
10^ 
U;S43 
13^742 

U^SM 
11,243 
10673 
9,187 

10,4% 
11,274 
12,232 
13,483 

10,974 
11,120 
13,223 
14,812 
10,914 
12,795 
14,488 

13,876 
12,622 
16,065 
18,187 
13,814 
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TaM«A(co«t) 



ff i r i a M 
IJb4h- 

fia^atatlaB fiavaHjf 

VUaeii Lnd 

0M» 0.248 

1.741 1.479 

0.209 0.413 

^292 2.231 

0. 819 1.048 
2J22 3j067 

1. -^ 1.825 
2j631 3.227 
4Xn5 4.698 

1.624 2.285 

1.9S4 2.687 

1.773 2.629 

1.252 2.143 

IJOaS 1.548 

2.1S4 2.793 

t.466 1.438 

7^14 7433 

0.371 0.343 

0J14 0.427 

0.254 ai31 

U71 IMO 

0.711 0J2S 

1J89 1.281 

0.349 0252 

1.873 1.446 

1.128 1.000 

10.855 0J90 

0.270 0.153 

a460 0.336 



RatladT 
NallaMi 
MStaM 
Nr Capita 

Average iarwaa 

a249 0.972 

1.610 0.87S 

OiU a764 

2.262 a9S4 

0.934 1.361 

2.795 1.194 

1.644 UU 

2.929 1.106 

4362 1.010 

1.955 1.282 

2321 1234 

2201 1300 

1.696 IJIO 

1287 1325 

2474 1.211 

1.452 1.134 

7JZ4 im 

0357 1.264 

0.471 1.248 

0.193 1049 

1.206 0.937 

0.768 1.271 

1335 1.084 

0301 0.958 

1.660 1.000 

1.064 1.099 

10.223 0864 

0.212 0.763 

0.398 1.004 



ftAwnti DIaMhMiaa 

0242 0.234 

1.409 1J60 

a236 0.230 

2158 2.083 

1.271 1.227 

3337 3J21 

21S5 2m 

3239 3.127 

4.406 4JS4 

2J06 2419 

2864 2.765 

2861 2762 

2i64 2^ 

1.705 l£i6 

3.045 2.939 

1.647 1J90 

7.742 7.475 

0.451 0.435 

0488 0468 

0202 0.195 

1.130 IMl 

0.976 0.942 

1.447 1497 

0.288 0.278 

1660 1 602 

1.169 1.128 

«.«33 8.527 

0162 U.I 56 

0.4U) U.386 
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d) M«|toiidlitMMianW«TMpragrimwNchpr^^ 
itquMlecMlBhttMMpmttwM. WlWn t Mk M, tptUtt tUglbWy rtqulfwinntt 

uptoagtlflvlwniNMMJneonMMPieTMparMrtforMtpOMMy •vvOwWifuN 
MMlmioNna. ThiaMMiDoiMtoiMlouM^ACMdrtn'sTnNifundaumitch. 
ing hndi tar tfitw MiMtad Utdioild pfograffli and «■ «Met M Mflral 
pravtdtd iht MM praiMM R» U iMl ol Midlng tarn prior ytM. 

(10) Tito mftntaMimMabto tar MvtoM to both MwfypopuMM 

youth and tamlN. l^adMtoniitandtprovidtd through thoChkiriri'aTru«if)ouidl» 
uaad «tfy tor ohUraa youtti arid iMnitoa and a aiM wo(M ba raquM to rnai^ 
prtor towal ol itvandKuroa tariuch pupoaaa. 

(11) PorproviimimdarPaKA,raqulradtodarilfnatehlrHinlaaihoi*;i)aialat66to78 
parcarv of aiata aKpandRuraa; tha atMt flgura bakig datarmbiad oil tho iiasla of ril^ 
par capita mooma. (SaaraMaatarttemr-Mvniw). A nwNananca of aflort rMjuir*- 
mar«WMMatMMthtf lUtaa did not tpand lata than currwitlwMla. lyiatehlng raquira- 
manta tor Part B programa woiid felow milling law. 

(l^Jjundta not naadad In a particUar yaar ahou^ 

(19) Any8odaiSaeurliyAeillmliatlonaonalocattonaofPartAfundaamongaan/(ea 
proctaina ahoiM ba lapaatod in lawr of aiowing alata diacratton In aan^ 

(14) ThaaanlcatMaiofthaSoclalSacurtyActahouMba ravlaadtoaaaurathaypannlia 
oornpr«hanait« langa of chH. youth and tomly aanrfcaa. 

(II) A procaduro should bapraacrtoad through wNchaiataaoouldauihorizatodarri 

agandaa to uia porttona of iha iMto'a Part A alocatton to fund progiama authortrad 
undar Parts. 

(1^ lnordartoanh«Ka»iundptonpingandbudg«ingaithaaiatalaval.Congraaa 
•hoed uaa tha advanca funding tachnlquaa now uaad m Chaptar I aducatien prognHna; 
la. tha approprlatton woiM apodfy lavala for tha budgn yaar and tha aubaaquani yaar. 
(Such a(A«nca approprtotforia aw aiifwrfiad Ay tfia Cori0r«aa<^ 

(SlU.S.C.UOitm 
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RadttTNatlMMitoStattywCaiitalBNM R 



NcwCaglMd 






Motmtnin 








Maine 


1.167 


72% 


Montana 


1.264 




New Hanpikire 


0^ 


67% 


Idaho 


1.248 


73% 


VeriDOOC 


1.14S 


72% 


Wyo^ 


xm 


70% 


MaMachiuclu 


0M7 


66% 


Colorado 


0.937 


67% 


Rhode lalAAd 


0.996 


68% 


NewMexko 


MIX 


74% 


Cooaecticut 


0.767 


65% 


Arizooa 


1.064 


71% 


MIddkAtlaalk 






Utah 


U22 


75% 


New York 


0J65 


66% 


Nevada 


0.958 


68% 


New Jersey 


0.806 


66% 


Ndlk 








PeamylvaaU 


1.033 


70% 


Washi^oa 


1.000 


69% 


EastNoctliCefteral 






Oregon 


1.099 


71% 


Ohio 


1.049 


70% 


California 


0.864 


66% 


lodlaaa 


l.Ili 


72% 


Alaska 


0.763 


65% 


flliaott 


0.942 


67% 


Hawaii 


1.004 


68% 


Mkhifaa 
WiscoQiia 


1.020 


69% 










1.055 


71% 










West North Cfstnl 














MbAesota 


0.965 


68% 


Computation Formiin Tabit B 






Iowa 


1.102 


72% 










Missouri 


1.048 


70% 










North OakoU 


1.151 


72?i 










South Dakou 


lJt43 


73% 








Nebraska 


1.045 


70% 


LMfi- 0.800 


6?% 






Kansas 


1.007 


69% 






South Allaslk 






0.800 - 0.800 


66% 






Delaware 


0.972 


tt% 






Mar)daad 


0J7S 


66% 


0.000*0.940 


b7% 






District of ColuaUa 


0.764 


6S% 






Virgiiiia 


0.9S4 


68% 


0.060-0.000 


68% 






WestVirgima 


1J61 


75% 






North Carolina 


L194 


72% 


1.000-1.024 


69% 






South Carohaa 


13U 


75% 






Georgia 


1.106 


72% • 


1.02S- 1.040 


70% 






Florida 


14)10 


69% 






EaaiSMljhCMlny 

Kentudcjr 


1J82 


74% 


1.060*1.000 


71% 






Teaaesscc 
Alabama 


1.234 

IJOO 


73% 
75% 


1.100-1.100 


72% 






Mittiuippi 


1310 


75% 


1.2O0* 1.240 


73% 






WrstSotathCcatTBl 










Arkansas 

Louisiann 


1J25 
1.231 


75% 
73% 


1.250-1.290 


74% 






Oklahoma 
Texa 


1.1134 
1.029 


72% 
70% 


1.300 plua 


75% 
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Thi UoMtng lypM of MTvlcM aumor^ 
Ibr flnmlng though Piit A of tht CMdifn 



(MimMMOlMlMt) 



t IMi IV.i . cyM Wilhn S«Tkii 
1 TMt IV.D . CUM SlWivt m4 



S239 
S3a 

4 'ilOi V . MaHTMl m4 CUM HMlIk 

SinrtotllMkGnuM Hi 
5. StIicM MidksM Strvtett U Pimu 

M^CklMrti* (EM.) 4^1 

4p nil XX - llMfc Gruu U suit for 

S9t I tl SmlM«« (CO.) Mil 



TOTAL 



t$JM 



^^Portkomotrm XX funding $m$($ou$$d for $$niorcitizmi$^ TTw/l^ijrvaftown/ainM- 
timf oi Itm portion imd for oNkkon, youth and fMfy oonfkm 



(11) aDagHteatkinfllgte«a>g^nite^ uniiar»^B 

In aMten, CongnM vrnM daii0nM ott^ 
coiA^ rmlM lupplamtftil ftrndhg^ 

ita!c<iiCltontoiiocil«pofttontofthtlrPartAfun^ A propoMd tot of currant prognms 
ia dli^tayad h Sehamaiie B aitf alaboiaiad In Appandbc A. 

S«wi^ lade/il pfogrima (a.g., /nan«a/ Aaa/Xft, community htm, $nd substm^ Mt)u$o) 
aan^paopMofalagaa. HCongraaawlihaatoiMthaChldran'aTruatforthaaa 
programa, I can (k) ao by almply approprtatino funda to tha a 
aannafWng tt>am for aaivlcaa for chldran. youth and familaa. 

It la \^ IIMy that Congraaa wM want to craata naw profyam fa.g^^ 

CNfd Cara) and fund tham through tha Trust AN It has to do la authoriza funding from tha 

Trust m tha naw laglalatloa 



ERIC 



70 



F. Allocmonof NtwFundtlnttfFlrttFlvf Yirt 



Tabit C them tht amount of new fundi that would ba diitrMad to stataa ksasad on tha fiva levels 
of tax ratai propoaad aaillar and tha aiocatlon fonnUa ihown m Tabia A. TTrasa figuw assume that 
(f?a Chiklm't Tnm wouU b$ tmd axc/usVaV ftrPMA prognms, which will e§rminfy not b0 r/va 
easa. TQth99a§ntth$tfundMMmu$$dforP$rtBpfogrEmth9 awa dyittra distribution win change. 
TaM C should tharafora ba raad u an approtdmatlon of new funda whk:h could bacoma «vaitat)ia 

Thasa funda ihoUd ba in addition to amounts praaantty alkxatad to each siata and to tha state's 
matching contrlbutiona. 

Q. Ratlonalt for Uting A Trutt Fund 



Many of lha circumsuncas which justiftad tha enactment of other Social Security Act Trust Fund 
programs (panic Jiarfy OAS/) are also applicable to safvlcaa to chidrea youth end faniKlas. The 
chart below entiiied Tha Symmetry of 0A81 and Chlldran's Trust Fundr enumerates these 
simlaritias. 



THE SYMMETRY OF THE 
AND THE 

OASI TRUST FUND CHILMEN'S TRUST 

1. The OASI Trust Fund was designed to protect t The chMran's Trust Fund (CT) Is designed to 

a very vulneratile population: l.e. the eldeily. protect a vary vuintfibia population, I.e.. 

chldren. 

2« OAS! halpa business by providing a founda* ^ CT helpa buslnm by increasing tha proper* 
tion for their pension systems and encouraging tione of weN functioning chldren can ba- 
older people to retire. coma productive adults* It also helpa financa 

chid care which enablea mora people to par* 
t clpate In tha labor markal. 

3, Thausaofatrustfundincraaaadpubltecorv 1 . The uaa of a truat fund can incraasa public 
fidence that ravanuae wi ba uaad axduaMy for confidenca that ravanuea wM ba used exclusive* 
purposes which tha public approvaa. Itite>par* ly for purpoaea which tha public approves, tt 
mits storing fundi which are currantfy nol permlU atoring funds which are currently 

needed In order to meat future neede txA needed in order to meat future naads. 

t ^ samlnga tax 4. The bro«Jness of lha wages and earnings tax 

base permiu raising a great deal of money with 
arsiath^lowta9(rate.4.Thebfoadnee^ a relatively Iw tax rate 
wagae and eaminga tax basa parmlu ralaing a 
great deal of money with a ralattviiy low tax rate. 

5. The costs of administration are very low. Tk. costs of administration are even lower 

From a putylic policy point of view, the use of a nvst fund financed from a specific tax is responsive 
to tha public's willingr^ess to support taxas, provided they are clearty committed to meeting the neeas 
of children, youth and families. 
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TABLE C 

(NOm Ttmfltm Mow msimm tKfimdi m uttifarHHA /n j fm n , m wiUktfy tmt ToOuam 

Nnvftadi 

EiniAiytrand Hnttt 





of 


1900 


1981 


1907 


1909 


1994 




ToM 


0.2% 


02% 


0.4% 


0.6% 


0.6% 


tttllM«lp(t 1 




88,008.0 


88,400.0 


811,800.0 


818.900.0 


818,800. 
















mm 


0.902 


28.0 


30.3 


66.2 


104A 


110J 




0.302 


15.0 


1&3 


36.0 


96.2 


59.2 


VflflllCNll 


0.242 


12.1 


13.1 


28L1 


46.0 


47.0 


MiMichuiitti 


1.680 


84.0 


80.7 


104.9 


312J 


3294 


Rhode lilmd 


0.397 


1&8 


18.2 


39.7 


62.7 


66.1 


ConoMdcU 


0.773 


38.6 


41.7 


89.7 


143.8 


151J 


MhWIt AMwWo 














NfwYofIc 


a300 


310.8 


345.6 


742.4 


1.190.3 


1 .284.1 


New Jeceey 


2.128 


10&4 


114.0 


246.8 


306.8 


417.1 




4.478 


223.8 


241.9 


519.6 


833.1 


877.8 


UK NonnCOTMi 














OMo 


4.322 


218L1 


233.4 


501.4 


803.0 


847.1 


Indiana 


2.300 


116X) 


124.2 


266.8 


427.8 


460.8 


IMnoii 


4.277 


2118 


231.0 


406.1 


706.5 


838.3 


MtcNgan 


3.641 


182.0 


loao 


422.4 


677.2 


713.6 


Wisconsin 


1.778 


88J 


90LO 


20&2 


330.7 


348.5 


ffm ifMui wanni 














Minnaaoia 


1.511 


75.6 


81.6 


175.3 


281.0 


296.2 


lom 


1.200 


60.4 


65.3 


140.2 


224.9 


237.0 


Mitiourt 


^141 


107.0 


115.6 


24a4 


396.2 


419.6 


Noith Dakota 


0 334 


16.7 


18.0 


38.7 


62.1 


66.5 


South Dakola 


0.444 


22.2 


24.0 


51.5 


82.6 


87.0 


Nabratka 


0.668 


32.8 


35.5 


76.3 


122.4 


129.0 


Kanaaa 


0.02S 


46^ 


50.0 


107.3 


172.1 


181.3 
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Gnployif Md 1 








of 


1960 


MMIMMM 


ToM 


0.2% 




0134 


11.7 


oc 


i.aao 


060 

11.8 




zon 


104.2 




1 997 






3^1 


01.0 


South Cmilna 


2.010 


104.0 


Ocorgli 


3.127 


1M4 




4.2S4 


21Z7 








KMucfcy 


^4^9 


121.0 


TtnntMM 


zm 


^m 


Alibimt 


zm 


131.1 




Z478 


mo 










1.046 


•u 




Z9M 


147.0 




1.800 


7A5 


Tmm 


7.478 


373.0 


Momani 


0.436 


21.1 


Idaho 


0.866 


2IL4 


lift f lIlIB 


0.166 


ao 


Colonido 


1.061 


54.0 


f liw Mmrt'fi 


0646 


47-1 


Altera 


1.367 


OM 




0.966 


48L3 


*- 


0.276 


13J 




1.602 


10.1 


Ongon 


1.126 


Sft4 




8.527 


420.4 


AlMki 


0.156 


7.0 




0.366 


10.3 



1991 


1966 


1993 


1084 


0*2% 


0.4% 


0.0% 


0.0% 


120 


97 1 






734 


157.0 


253.0 


2666 


12.4 


38.7 




48.1 


112.5 


241.0 


307.4 


4083 


00.3 


142.3 


220.2 


240.5 


173J 


373.8 


S08.1 


631.3 


112.3 


241.3 


30&8 


407.7 


100J 


382.7 


50M 


612.0 


228.7 




7B1.2 


033.0 


130.0 


200.0 




474.1 


140.3 


320.7 


514.3 


S41 8 


140.1 


32a4 


513.7 


641.4 


133.7 


287.1 


400.4 


486.1 


• 

666 


100J 


300L8 


328.8 


156.7 


34041 


54flL7 


671.0 


96J 


104.4 


206.7 


311.8 


4017 


007.1 


1,300.4 


1,486.1 


23.5 


S0.5 


00.8 


05.3 


30.7 


06.9 


106.8 


111.3 


10J 


22.0 


36.3 


30.2 


56.6 


i2ao 


202.8 


213.0 


808 


108.3 


175.2 


154.6 


7&4 


102.1 


288.8 


273.8 


52.2 


112.1 


170.7 


158.3 


15.0 


32.2 


51.7 


54.5 


asj 


106.0 


200.0 


314.0 


60.6 


130.0 


200.0 


221.1 


460.5 


000.1 


1,500.0 


1.871.3 


• 4 


18.1 


29.0 


30.0 


20.8 


44.0 


71.0 


75.7 
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H. RilitlonthiD to Oftf8od18»curttv Trust Fundi 



Th9 propoMd CMdran'tTrutf woiid Itgrty 

•ct mm fundi f(M»i 01, Hi, §nd 6¥0. ■onoM*ia bitvMin thm functo and mt Chldrtn't Trust 
would not ba pwrnlM and ihortMt or aurpluaai In 

movfngdolartamonathafMa. Emndaly. AaCMdrin'aTnjaiatandaonttom.wlttito 
rata(t) and Ma cwm purpoaaa of «(pandtajra. 

On tha olhar hand, ttia Chldrin'a TruM wo(M banafk fro^ 

coNactingtiMa. ItmxiduaathoiamaniaatordaflninovMaoaaandaarnlnoiandd^ 

duraalorcoMacdonandantorcamanioltaMaft Tha adminlaM^« budan on amployari woiid n^ 

ba OTiM. simply raquhfng ona addltfonai calculi 

mada. 

In Appandbc B aKamath/aaam suggastad wtMi 

inQiandparhapaapplyahlg^ratatoaamingsabovamaprasam Thiavvouldnolslonincant- 
ly impad the admMatritli^ racMrwnanta for 

Tha CMdran's Tnjsl mlgM ba vlawad by aoma u conipa^ 

inthatlusaathasamataxbasa:l.a..wagarandaamLigs. Howsvar, thai oompalWon may ba mora 
arpMnllhaiifaaL ThaSanaiaBudgalandnnanoaCommttaaahMracanttymvIa^ 
of tha Social Sacurty Tmsl fMa Md found tham In good shapa. 

SoeidSaci/ityConvTiMonar.Doroaa Hardy. taaiMad^ igaionttiallnanGWatiluaofSocW 
SacurtiybifocathaSanotaFlnancaCommttaa. AashapUR: 

77« tMar^or(fwSoeM5acurAy8oartforrn»fiaa..xon«^ 

^ (haaa asstjrnpdona praMi 10 ba accord 
bana/tadtfaiocurT«inrbanaM(vteandlocto^^ Vn$ntoi 
bana^totf>aflabyBQomgana mt ten.oCT^tfwcoffip<s0^ 
faaa usa ro avQ/oaia tons lamt Aianoiing or SocM Sacu^^ 
ba/anca." 

Thus, thara saams to ba no rsal compa tt lon bacwaan tha naada of tha OASI Tnjsi Fund and a 
Chidran's Trust. 

Thara ara. of couaa, othar polantW compattomsuchas tha DIsabttyTru^ Fund (09. tha HospU 
insuwtca (H/). and suoplamantary Madlcal Insuranca (5M/), Trust Funds. Tha largast of thasa is tha 
Hoapial Inaumnoa Tnjst Fund. WMIam Ropar. Adminlstntor of tha Haatth Cara Financing Ad- 
ministration, taadM ttat 

\.ttm Board oT Tniafaaa pro^acfa th$tth0HI Trust Fund will ba soVsnr until af /aasr tfm 
y$§r 2006 Mndp$ffmp9 until 2OO$..,tt}0 Boird autlont tfiai;...any significant advarsa 
daWatton /hvn tfiaaa prp/teflona cocMd rasoA 
trona /mic/f soonar tfi^ pr«^aciad.' 

h ; othar words, tt-^ wi ba problams. but thay may not bacoma prassing for anothar fWtaan yaars. 
Long tann cara for tha sidafly is also baing ccnsidarad for tmst funding. If arvctad. It woUd probab- 
ly add to iha HI rata. 
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I. TttclmptcltonFammM 



M a m on wiOM and Mmtngi !• rvgrtuivt iMcauM R (t) utM a 
unVorm rata at al Ivvila of inoama and (b) hM a oalno or oiph eumnty |48.m on ta^ 
andaainlnoa. IfonalookaoftfyalitatMKaallAaeoneamabouragraaaMtylaeiaMtyiu^^ 

HowMvar. ihara la anoihar May to looic ai itM iHua, by oonaUailng not only 
buwhaillBlMytoraoalvaaabanallla. TaWaOproaartaauetiananalyala. Tho calculation of eon- 
trfeUiona(MM)aaaumaaarataof.3paroamaachforanvlOfyarandaniployaa. Porthafamiy wkh 
$10,000 lnw«0M and aammgaihaeonMbuttonii IN par ymr. AaaumkigramoMloftha'eair on 
taxabta WKN and aaminoa. dia 178.000 ImmaMrii laqutmoonoii^^ 

On ttw banafll sida. ttw analyaia asaumaa that aach lamly i<9e«lvaa (In a fan >^ 
iypaa of aaivtoaa: (a) ilva yaara of daycara; (b) maiamai and cMd haa«) aanloaa tor tt^ 
cMd:and(e)$2.S00ofdnia.aloohdandinantalhaaidiaaivlcaa. Howavarihagovananani'ashara 
d COM rangaa froniZM (orcat^ 
ttin NfviCM to lh0 lowMl Inoofnt ivniliii 

Comparing tha coiia to tha famly w«h tha banana I raoalvaa cnrfM a daarty pre^^ 
TN loMM (noomafanily racalwwIUTOO In aaivloaaabova RaeoiMUl^ 
Inincoma. Tlwhlghaatlncoma«anilypay a >i.780moralnoon>fci<lonathan» r a e alwa a lnbana^ 
anatflgUaloaaofMoflalncoina. Ama|oralbotonthagainaandloaaaatf aadilaMloflafflly 
incoma la eraatad by tfw aflfipioyar'a ahara of oontributtona. 

lnaumn^.k»warln c oma(Bmlla a an)oyaubatanBa>ygraatarabr>utagalna 
tionota galna (maaaurad a0a<nar Ineoma) than do highar Inoor. 4 

Annual iMVaar^ ■anaMQalnaaa 

Ineoma ■anaWaOvarTaiaa PareantolTanYaarlneoma 

$10,000 $12,700 1^7 % 

20.000 6.060 2.8 % 

48.000 400 0.0 % 

78.000 (1.780) (0.2%) 

77ii« wfiaf anpOM aa a raonaaaA* /Mil Hftan bonalRB an a/can //MO 
J. imiwon on Butin— a 

Tha propoaii for a CMdian'a Tnjat woiM eraata an additional ooat for both ^ 
naaaaa. Thay woiid pay cma haN of whatavar addition^ ooata ara Involvad. At tha htghaat lavd 
propo«ad.thacoattwbualnaaawo(idbattvaatanlhaofaparcant63%lofpayrol. Thia tranalataa 
to a total of $8.8 Ulion on an aadmatad $3.3 triion wagaa and aamlnoa baia for 1904. 
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THE UGRCSSIVEmOGRESSIVS NAIUU 
Of AN EMrtOVSMMrLOYEC TAX 





FaM%A 


FM^yB 


ramltfC 






SIMM 








Ckildrea*! Tnatf CoalriNilkm per year by FMily 


iao 






CMC 
#223 


A-2. Ckiklrca'ft TriMl GofilfAiicioa per year by Ettfri^ 


S» 


leo 


sus 


ms 


B.TeaYearCo>tribylio»>byrMt)byB 


S600 




S2.700 




C HiaMplet of PocealiaS *^itf ftt* 








LBMiofadiUd 






SO 


SO 




(100% cwt) 


(SSOOcopay) 


(aobeaeai) 


(■obewft) 


lFivcycai»oldaycafc,pafUaiiyMihriryiicdo»>tlM 






$7S0 


SO 




(50%sttbaidy) 


(2S»<'.;ibikly) 


(S%Hiliiidy) 


(■obueGl) 


3.Alco^ droi. awl HieaUlbcakbiervioMal$2pS00 level 


$2;S00 






ssoo 




(100%wbaMy) 


(aO%«MlMldy) 


(40%«itMkiy) 


(20%Mbiidy) 


4. SUBTOTAL BliNEFlTS 


$13^ 




S1.750 


ssoo 


O. Net Gaia (com) to Faaiiy 


$12»700 




S400 


S(l,730) 


{ Liivc C-4 minus Line B } 
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In oomparim 10 Q«w mrthodi of toMia ■ wiOM ind Mmlnei lax hM 
!g!!*J!!i!j g 'g? ''**" - CompMlkwburinaMMlnitwUntadSMwwlihaimlwmMiS^ 
tiontMfMltMlmpMlbittitMnwMMy. liiimMttMtfMaddHonricoMn«ycf«««avtfyiiM< 
c w g ^ MgN iWqr w rt a iM ^^ Hwwar, M dawfibwJ 

Mcw. Ml iMy IM man tfM oiM fay burinaaa oo« Mvlr^ 
pwwwarti¥Wchfaat>lrDm»apwqrawi a>w i o a U und>fthaCl^^ 

From an amptayar puli a of vlp». tha In rn aii fl ai n im ny olfawta tor chM cara nrwkat pwUMt in. 
OMNd produciMyby ftaiaborforeait^^ 
Fuith«mm,ttta applet 

*'Ti'!S!f?^^''**^'°^c'>^afaoawlnotbaaMioKvKt^ Educational, 
awiyehUhood.hariihandaocWaMvtoairtmakalbraim AbMniaddi- 
tlonilia>vloaalnth>aaaiaaa.ttia»alafaaldano»that»aUn«ad8tt^ 
wwktofMinquarMMlMvaorquaNMtvatVfm. 

Finally than la an Inpoitant COM awUancalMorwt^ Wa 

TMganaialionpromitaa sharp htcraasaa In 

madM aMptnaaa. Thoaa co«s can ba avoldad baeauM vm know how tr work 
(amllM ao that thay do not bacoma dapandant on QovammanL 

K. Condualon 



HMoi Of cnldfwi &no fvniitt* 

TNt propoMl marlu aar M conaUaratfcini t>y IndMduala and orgwitaationa 
ing tha numbara of at flak chldran, youth and fuiUlM In AmarkaL 

RMdara who hava commtnia ara hwkad to cal ths author at (20«) 7S.V33M or writ* to 

DtpmOnrntofSoeUdandHtalthStniets 

MtUttop: OB-44 
• OfympiM, muhinfon 98504^5 
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APPENDIX B 
Employtr/Employtt Tax on WagM and Eamlnga 
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AntmatlwB: Aopllcatton d Currwrt 0A8I Tax to Mcoiw in Exc— of 
CufrontCtp 
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Othar purpom tar tto IMi rnlgM bt (i) Incfwt^ 
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AMEMON ASSOOATION 
OF SCHOOL ADMINISmAIORS 



Febputry 6, 1989 



To I Budget Cosnittet N«ab«r9 

Fro0» Nick Penning 

Ltglslatlve SpecUllst 

Ret FY 90 Funding for Education 



lh« Affltrlcan Association of School Admlnlatratora, rapraaantlng sort than 
18,000 local auptrintandenta and school exaoutlvas, fully supports th« 
Coamlttoa for Education Funding reconaendatlon that tha Prasldant and Congrass 
conmlt to a long tara strategy for Invostmant In children, baglnnlng with a 
$2,3 billion dovnpayaent In naw funds for existing federal education prograoa 
in FY 1990, 

The attached docuaenta froa AASAi tha Congreaslonal Research ^rvlce, tha 
Ccoalttea for Eoonoalc DaTelcpatnti tha Salect Coaulttee on Chlldreni Touth 
and FaalUea, and the Cooalttee for Education FVmdlng offer statistics to 
reinforce the naed for nctlco now to invest In education. 



(703) 526^700 

1601 North Moofe Street • Artingion. virgmio 22209 
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88-764 IfV 



CRS Report for Congress 



COMPARATIVE EDUCATION: STATISTICS ON EDUCATION 
IN THE UNITED STATES 
AND SELECTED FOREIGN NATIONS 




Ktnntth Rtdd 
Analyst in Social L«giilation 
and 
Wayna Riddlt 
Sp«cialiat in Education Financt 
Education and Public W«lfar« Divition 




Nov«mb«r 14, 1988 
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All Levels 
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Expenditure years vary— see table 



% OF GNP FOR EDUCATION 



All Levels 



% of GNP 



10% 




AUS CAN CHI GER TRA ITA JPN MEX SWE UK US 

Nation 

xpendlture years vary— see table 



MATHEMATICS ACHIEVEMENT 

Population B (17-year olds) 



Mean Percent Correct 




CAN JPN SWE UK US 

Nation (if participating) 



TMLS §. Mr'fTMtAga OC QrOM MatiMAl vroduot ab4 of 
oov^ranut Bxp^aditUMS for lauoatioa 
At Jill Lmifmlm, 1905 



Nation 


Parcantaga of gross 

national product 
for aducation 


Parcantaga of govarnaant 
axpendituras for 
aducation 


Australia A/ 


6.5% 


13.2% 


Canada 


7.2 


12.7 


China 


2«9 


9.5 b/ 


Fadaral Mpublio 




of Garvany 


4.6 


9.2 


Pranca g/ 


5.0 


na 


Italy i/ 


5.7 


9.6 


Japan §/ 


5.6 


18.7 


Maxico 


2.6 


na 



M/ Data ara for 1964. 



b/ Sourca: Convaraation with aducation liaison. Embassy of tha Paopla^s 
Rapublic of China. 

C/ Data ara for 19S2. 

d/ Data ara for 1963. 

A/ Ibid. 



TABU 9. Percentage Of Cross National Product nd of 
Governaent Expenditures for Education 
at Aii Leveis, 1985 — Continued 



Nation 


Percentage of gross 
national product 
for education 


Percentage of governeent 
expenditures for 
education 


Soviet union 


na 


na 


Btfedm 


1.1 


12.6 


Unitad KinqdOB y 


5.2 


11.3 


Unit«d States 


6.6 a/ 


13.6 tl/ 



jy Data are for 1964 • 



fl/ Source: Calculated from data conpiled in the Digest of Education 
Statistics, X9a7. p. 24, and the Statistical Abstract of the united States, 1988. 
p. 258, 4X0. Total U.S. educational expenditure are divided by estiMted Groes 
National Product for 1985. 

b/ Soirrce: Calculated fron data coapiled in the 1988 Statistical Abstract 
of the United States, p. 294. Includes expenditures by all levels of governaent: 
Federal, State, and local • 

Source (except where otherwise noted) : United Nations Educational, Scientific, 
and Cultural organisation, 1987 statistical Yearbook, chapter 4. p. 5-21. Data 
include capital asqpenditurea. 
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CHAPTER ONE 



IlilRODUaiON AND 
SUMMARY OF 
RECOMMENDATIONS 




For generalions, the American Dream has been lo live in freedom and 
to have (he opportunity to pursue a satisfying tifei reap the benefits of eco* 
nonnic prosperity, and partake of the privileges and responsibilities of citi* 
^enship in the. world's foremost democracy. But as we stand on the 
threshold of the twenty-first century, that dream is in jeopardy. 

This nation cannot continue to compete and prosper in the f^lobal 
ajena when more than one^fifth of uur children Five in oovertv and stit\\ f^ 
grow up in ignorance . And if the nation cannot compete, it cannot lead. If 
^vw'e continue to squander the talents of millions of our children, Anwrica 
will become a nation of limited human potential. It would be tragic if we 
allow this to happen. America must become a land of opportunity — for 
every child 
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els to ensure lhal Ihcsc pRjj-rams receive .nle<|ualc financial support. Exam- 
pics of such programs are Head Sl,irl nrHl Chapter I. which slill enroll only a 
small ix>rccni.ige of the cliKibIc children who need ihem. 

Another important iosuc thai can Ixjnofil from increased business advo- 
cacy is the need for basic capital improvements in many older urban school 
districts and rural areas. Many schools, particularly in areas with high con- 
ccntrjtions of disadvaniaged children, are experiencing severe overcrowd* 
1% .iikI physical decay due to iong-deferrcd maintenance. If schools are to 
become inviting and effective places where children can learn, such costly 
but necessary physical improvemcnis will have to be seriously considered 
by policy makers and the public. 



WHOISRESPONSiBLEf 



Solutions will re(|uire ihe combined efforts of many institutions: the 
public schools, businesses, foundations, community agencies, and every 
level of government. Dcvclo|}n)enl and implementation of many of Ihe 
investment strategies wo recommend will require both significant increases 
in funding md belter targeting in order lo assure that the necessary 
resources rc«.ch those children most in need. Bui although ihe problem of 
educating the disadvantaged is national in scofw, progress is best achieved 
al the stale and local levels, and most effeclively within the individual 
sch<x>l. 

FEDERAL RESPONSIBILITIES 

We believe that the federal governmenl needs to reaffirm its long, 
standing commitment to ensuring the disadvantaged access to quality edu- 
cation. Without equity, there can be no real excellence in education. 

The federal government can set Ihe lone and direction for change by 
establishing and fuiKiing demonstration projects in early childhood educa- 
tion, dropout prevention, and other programs targeted to improving the 
quality of educa'.ion for children in need. Although we do not envision that 
all such programs will be permanently funded at the federal level, federal 
lea(f«rship Is needed at this tinw lo help point the way for stales that do not 
currently support preschool education or other targeted programs. 

iecauo i;tMpi>r I r>m>Htal reading ^n ^ mathematict protrams and 
Head Start 0f0|raim have had demonstrable success, we urte that fed#Ml 
fun^ for these Pronramf tfm bmutM ly {^vmit tumclm^\ f flreac|i j yi 
eligiwe ciiiwrf p . Moreover, continuous asseisment and tracltnff nf 'lia'L 
are needed lo assure that reforms and special programs, such as Chapter I 
and Head Start, operate effeclively. This is best accomplished at Ihe 
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(COMMITTEE PRINTJ 



I »0V9E OF REPRESENTATIVES 



CHILDREN AND FAMILIES: 
KEY TRENDS IN THE 19808 



A STAFF REPORT 

or TH> 

SELECT COMMITTEE ON CHILDREN, 
YOUTH. AND FAMILIES 

ONE HUNDREDTH CONGRESS 
SECOND SESSION 



OBCIMBEIt im 



PriaUd for tht iMt oT tht 
adid CoMiittM M QuMira. YMlh« mad PtBilta 



oaimttiBffT mNTiNo ofnci 
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SCHOOL DROPOUT RATES HIGH; 
YOUTHS LACK BASIC SKILLT 



In 1988, bctwicn 7SO,OO0-9S0,OOO, or 25% of U.S. high 
school students left public schools without graduating. In 1987, 
VUO.OUO students graduav2d but were as deficient in basic skills and 
work habits as most dropouts. 



Between now and the year 2000, one in seven of 
toda/s preschoolers is at risk of dropping out of 
school. (CDF, 1987) 

One in four high school dropouts is unemployed. 
Between 1973-1986, young people who did not 
complete high school suffered a 42% drop in annual 
earnings in constant 1986 dollars. (BLS, 1988; W.T. 
Grant Foundation, 1988) 

Hach year's class of school dropouts costs the nation 
more than $240 billion in lost earnings and foregone 
taxes over their lifetimes. (Catterall, 1985) 

OrJy 50% of high school seniors read at levels 
considered adequate for performing moderately 
complex tasks, and 80% have inadequate writing skills. 
In 1980, among high school sophomores, 1 million 
blacks, whites, and Hispanics had inadequate skills. 
(CEO, 1987; Hispanic Policy Development Project, 
1986) 

More than 75% of all pc/or youths have below average 
basic skills, and almos* 50% are in the bottom flfth of 
basic skills because of poor reading and math skills. 
(COP, 1988) . 
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ILARLY INTERVENTION PROGRAMS COST EFFECTIVE 
BUT TOO FEW CHILDREN PARTICIPATE 



fnvcsting in early inrervenrion and pr^venrion programs 
improves ucademic and social achievement and is cose effecdve. 
Nevenhelcss, millions of children who could benefit most still fail to 
receive these scrtaces. 

Every $1.00 invested in quality preschool education 
reiums 56.00 in savings because of lower costs of 
special education, public assistance, and crime. Head 
Siart, the comprehensive preschool program for low- 
income 3- to 5-ycar-olds. reaches less than 2U% of the 
2.5 millicn children who are eligible. (CYF, 1988) 

Chapter 1, the primary federal education program for 
disadvantaged children, costs $750 annually per child, 
compared with $3,700 annually for a student repeating 
a grade. Yet, it reaches only S4% of low-income 
school-age children, (CYF, 1988; CDF, 1987) 
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FEDERAL FUNDS FOR EDUCATION SLASHED 



Federal funds for education have been severely cut in the 
1980s, reducing the nation's ability to educate i^'s most vulneiable 
citizens. 



• The federal contribution to the nation's public schools 
was 6% in FY 1986, down from 9^* in FY 1980. 
(Census. 1988) 

After adjusting for inflation, federal funding for 
Compensatory Education (Chapter I) decreased 7.2% 
from FY 1981.FY 1988. (CBPP, 1988) 

• The Federal government's actual spending for all education 
activities decreased, in real terms, by 12% between FY 1980- 
FY 1988. (CYF, 1988) 
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GLOSSARY OP SOURCES* 



(BLS] Bureau of Labor Statistics, U.S. Department of Labor 

(CBO) Conressional Budget Office 

[C9PP| Center on Budget and Policy Priorities 

(CDCI Centen for Disease Control, U.S. Department of Health and 

Human Sendees 
(CDPI Children's Defend. Fund 
[CED] Commiiiee for Economic Development 
[Census] Bureau of (he Census, U.S. Department of Commerce 
(CRS) Congressional Research Service, Library of Congress 
(CYFJ Select Committee on Children, Youth, and Pamilia, U.S. House of 

Representatives 

(DCA) Dnig Enforcement Agency, U.S. Department of Justice 

[DOJ] U. S. Department of Justice 

[DOL] U. S. Department of Labor 

(EBRi) Employee Benefits Research Institute 

[HCFA] Health Care Financing Administration, U.S. Depanment of Health and 

Human Services 
(HHSj U. S. Department of Health and Human Services 
[lOM] Institute of Mc-dicine, National Academy of Sciences 
(JCHSj Joint Center on Housing Studies, Harvard University 
(JECj Joint Economic Committet, U.S. Congrtaa 
IWT] Maisachusetu Instituta of Technology 

(NACj Select Committee on Naicotici Abuse and Control, U.S. House of 

Repftsent a tives 
(NASI NatioMl Academy of Sciences 
(NCAOVj , National Coalition Against Domestic Violence 
(NCAl National Council zu Alcoholism 

[NCHS] National Center for Health Sutistics, U.S. Department of Health and 
Human Sctvica 

INIAAAl National Institute on Alcohol Abuse and Alcoholism, U.S. Depanment of 

Health and Human Services 
(NU| Nilkmal tnstituta of Jitttict, U.S. Department of Justice 
tOTA) OOkt of Technology Assessment 
[USCM] U. S. Conreftnct of Mayon 
CUSDA) U. & Ocpartment of Agriculture 



*The sources listed in this report are avaUable in more detail at the Select Committee 
on ChiMren, Youth, and Families. 
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People Holding Jobs Per Beneficiary 

Numbers for each caltndarvMr. ^ 
Figurti for 1 995 ind iMyond tro pro)OGtlont. 




Somt; SocW Svctirily AdinMiliilon, unltM othwwtM lndlcM4 
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GROWING ELDERLY DEPENDENCY 

(YOUNG AND ELDERLY SUPPORT RATIOS: 1900-2050) 



sutmut katio 




O ' I 1 I I I I I t 

1900 1920 1A40 1M0 1M0 19M) 2000 202S 2050 

"VOUNQ" tUPTONT RATIO IS THE NUIMEII OF PCRSOMS UNOCR 1» Ptn 100 ACCO 1» TO M YEANS. 

**eL0cm.v" ftuMONT ratio is tne numun m and over nn too aceo it to m tears 
SQURCE: U.S. CENSUS BUREAU. 1983 
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THE COMMITTEE FOR EDUCATION FLTsDESG 
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EDOCATION COALITION ISSUES CHALLENGE TO "EDUCATION PRESIDEKT* 

Ma8hin9ton» D»C. Tht Comitttt for Education funding 
(CET) today dtfintd tht taik of an "Education Prtiidtnt" and 
challtngtd ?rtiid«nt*Eltct Gtorgt Bush to coMit for Fiic«i Ytar 
:990«— ai a down payntnt on a four ytar invtitatnt itrattgy-«$2.S 
billion in ntv fundi for ftdtral tducation programs. 

CEfi a coalition of 100 organizationi rtprtitnting aort than 
SO million tltmtntaryt itcondary and poititcendary itudtntif 
partntif ttachtrii prtiidtnti^ adminiitratorif librarianif 
counitlorii truittttf and ichonl board mtmbtrir has outlintd an 
tducation budgtt rtcomtndation to covtr tht coat of inflation 
and to providt ntetiaary additional funding for tltmtntaryy 
steondary and poatatcendary tducation programs* particularly 
thoit aimtd at diaadvantagtd childrtn. 

CXr Pvtaidtat Gtrald Morria, Dtputy Dirtctor of Ltgialation 
for tht Amtrlean Ptdtration of Ttachtrit aaid that a four-ytarf 
$10 billion tffort ia nttdad to makt tducation a significant 
budgtt priority in tht Buah Adminiatration. 

"In FY 1979f** Morria aaidi "tducation rtprtatnttd 2.S 
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ptretnt of tht ftdiral budgtt; by ry 1968 it had dropped to only 
1*7 ptretnt. Nt til rtcognizt thit national prioritita art 
dtttrmintd by tht thart thty art allotted in tht budgtt. If 
tdueation had rtMintd at 2.S ptretnt of total fadtral iptnding, 
funding for tht U.S. Dtpartmtnt of Edueation would bt $31,2 
billion inattad of tht eurrtnt $21.9 billion. 

**That ia why CEF rteommtnda a four-/tar tffort, btginning 
with a $2.S billion incrtaat for tdueation in FY 1990." 

Morria nottd that ont of Prtaidtnt-Cltet Buah'a eampaign 
thtmtt was hia inttnt to btcomt tht "aducation prtaidtnt." 

^'Wt wtleomt this tmphasis," Morris said. "It eomtt at a 
tint whtn thtrt is an tdueation dtfirrit in tht Onittd Statta. Zf 
this nation ia to rtgain ita ataturt at an inttrnationally 
eompttitivt teonomyi providt ptraonntl for a strong dtftnat, and 
lay tht foundation for futurt teonomic growth and proaptrityj wt 
mutt havt a wtll-tdueattd workforet. 

"Aeeording to tht Congrtaaional Raatarch Strviet and tht 
Congrtsaional Budgtt Offiet* ainet 19B0 povtrty aaong en^tldrtn 
has inertastd to 22 ptretnt," Morris eontinutd. "During this 
tamt tint ptriod S00#000 diaadv^ntagtd prtaehool and tltntntary 
aehool atudtnta wtrt .^ropptd froa tht Chapttr 1 progran that 
pro;^idtB ftdtrally-Bupporttd eoaptnaatory tdueation for 
diBadvBntB9€d childrtn. Today Chapttr 1 can only atrvt Itaa than 
half of tht childrtn tligiblt for this vital program. And tht 
■hart of fid.ral support for th. •ducatlon of mori Chan four 
million handicapped childcan haa daclinad fron a high of 12. S 
ptccant in 1979 to juat 8 parcant today." 

(nor.) 
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CCr Viet PcMidtnt B«cicy H» Tiwionaf Director of 
Congrtaiional Liaiaon for tha taariean Council on education* said 
that at tha collaga and univaraity laval» "an incraaaing numbtr 
of low-ineoM atudanta hava baan forcad to borrow nora to financa 
thair aducationa. Tha focua on atudant aid for tha naady has 
ahiftad fro« grant » to loana» 

"Xn X97f pall Granta» tha najor fadaral atudant aaaiatanca 
prograiii covarad naarly SO parcant of total collaga axpanaaat" 
aaid Timona* "currently thay covar 29 parcant. Sinca 19I0« 
funding Cor the SupplanantaX Educational Opportunity ,Orant 
prograii-*when adjuated for inflation— -decreaaed by 10 percent? 
College Hork*Study funding decraaaed by 23 percent* PerKina Loan 
funding declined by S3 percent and TRIO prograaa Cor the 
diaadvantagad were cut by 13 percent »** 

"An 'Education Preaident*"» aaid Norriaf "ahould view a down 
paynant on our national education deficit aa an iBpcratlva that 
cannot be poatponed. CIT reco — anda the following incraaaea for 
nr 1990 I* 

$ 760.0 Million — to cover the coet of inflation on the proven 

v»aae of all etirrently funded federal 
diacretionary education pregraM. 

aoo.O aillion — to provide a sodaac added inveatnent in 
eleaentary and aacondary education 
prograaa aiaed at dieadvantaged atudente* 

800 »0 ■llllon ~ to provide a Mdeat added inveatsant in 

poataecondary education prograaa aimed at 
dieadvantaged etudenta. 

ISO.O Billion — to provide for preaidential initiativea 
and for a aodeat added invaataent in 
other vital prograaa. 



$2,S18.0 aill')n— Total Education Oepartaent Xncreaae ovei n 09 
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POSITION SimMENT 



C0MHIT7U FOR EDUCATION FUNOINC 



JanuAry S, 1969 



Tht Novtmbtr titetion, at tht prtildtntial itvti and in eountltaa 
eonirtaixonal, autt and local raeta, foeuatd a bright apotllgnt on tht nttd 
for a rtntwtd eoMiitfHnt to invtat in tdueation. 

Prtaidtnt-eitet Gfor|t Buah haa aasurtd tht Amtriean ptoplt of hia inttnt to 
bt tht '^tdueation prtaidtnt.** Hia eltntion can b« attn* in part, aa a 
national manoatt to fulfill that pltagt. 

Thia prtsidtntial nphaaia on tdueation is n>ost wtlcomt. It eomts at a tiint 
whtn U.S. CQ oratt Itaotrs. philanthropic Toundationa, and ayriad rtporta 
havt bttn snrtsaing tnt urgtnoy of oonetntrating mora of our ftdtral rtaourcta 
on tdueation, particularly on tdueation of tht diaadvantagtd. 

But what muat an "tdueation presidtnt** do to nttt thia coaaitBtnt? 



THE FROBLEM 

As ^ rcault of prtvioua eutbaoka and dtftrrtd prioritita, thtrt eurrtntly 
txiatj in tht Unittd SUtta an tdueation dtfieit, tht aoopt of whieh ia 
eoeparablt to a ehajn, atparating childrtn with aoadtalo and finuelal 
rtsourota froa ehildr who havt ntithtr. Brttohing thia ehiaa win rtquirt a 
aulauntial and atud^iy incrtaaing invtatatnt in tht dtaonatrably tfftotivt 
but stvtrtl;/ undtrAindtd ftdtral tdueation prograas. 

Sinot 1980, ftdtral aptnding for tdueation—dtapitt a growing population of 
dlsadvanUgtd young ptoplt, it whoa aoat ftdtral tdueation prograav art aiatd- 
-has dtertaatd H 1 ptrotnt in rtal ttnu. In FY i960, tdueation rtprtatnttd 
2.5 ptrotnt of tht ftdtral budgtt; in FY 1966 it rtprtatnttd only 1.7 
ptretnt. If priority of invtatMnt in tdueation had b^n tuataintd in tht 
inttrvtning tight ytara and rtaaintd at 2.5 ptretnt of tht total ftdtral 
budgtt, funding for tht U.S. Dtpartaitnt of tdueation in FY 1969 would total 
$31.2 billion inattad of tht eurnnt t21.9 billion. 

What hat thia atant to ohildrtn in nttd, our futurt worleforet in tht 21at 
Ctntury? U Btana that uhilt povtrty aamg all ohildrtn haa grown to 22 
pt.«*etnt, partitipatico in tht '*Chapttr 1** prograa of eoiaptnaatory tdueation 
for dlsadvantaitd ehildrtn haa dropptd by 500,000 atudtnta ainot 1980. 
Chapter 1, lAith ia aueotaafully raiaing tht rtading and aath ee^cttnoy of 
^.5 1111100 thUdrtn, ia atrving itaa than half of tht youngattra tllgihlt for 
thia vital help. It Mana that Htad SUrt, tht proven prtaohool prograa for 
diaadvanugtd ehildrtn, eontinuta to atrvt only ^53,000 youngattra, itfla than 
20 ptretnt of ita tllgiblt population. It atana that tht aharg of ftdtral 
aupport tor tht tdueation of aort than four lillion handieapptd ehilortn haa 
dtsllntd froa a high of 12.5 ptretnt in 1979 t^ Jufft 8 ptretnt today. U 
Btana that tht aaxiaua Ftll. Grant award a nttdy oolltgt atudtnt ean txptot to 
rtetivt Will eovtr only 29 ptretnt of toUl oolltgt txptnata, whilt eovtring 
ntariy 50 ptretnt of thost txptnata in 1979. And it meant that amot 1980, 
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funding for tht Supplmnttl CduCitionai Opportunity Grant progruP'^wntn 
adjuatM for mfXatlon— dtcrtaMd by ie ptretnt; Coi.lfgfl uork-Study funding 
dtertaMd by 23 Pdreant, Parki-na loan funding daellntd by 53 paroant, and TRIO 
procrtw for tbd dlaadvanta^ad wara cut by 13 pdroant. 



WHAT NttOS TO R OONt 

If thla nation la to rigain Ita autura aa an Intarnatlonally ooapatltiva 
aeonoay, provldt tho parMnnal for a atrong ddfanaa, and lay tna foundation 
for futura aeonoale growth and proaparlty; wa nuat work aaartar wit!) a wall* 
tduoatad workforoa. Thirty-fiva yaara ago 17 poopla wtra aaiployad for aaoh 
ratiraa In tha Sooial Saeurlty ayataa, by 1992 tNrt will only ba thraa. 
Claarly, all thraa auat t% produotiva. To oontinua to dany aligibla ohildran 
aoet ao to provan fadaral adueation prograM la an act of national nagliganoa 
that aeoapta ineraaaad dropout rataa and livaa apant in a fruitlaaa aaaroh for 
joba at tha nargina of an aoonoaQf that oannot afford to hava marginal workara. 

Tha Aaarieap ptopla look to tha Praaidant to taka tha laad in Mking adueation 
funding a aignifleant budgat priority in tha r n% Adainiatration. 

n laaat.HO billion ia naadad to aiaply bring adueation back to tha budgat 
ahara it raealvad in 19T9. Growth in ^a fadtral prograu ean only truly ba 
iNoaurad againat that yardatiok, and, Mginning with a aignifleant down 
payatnt in FY 1990 » a four-yaar effort aheuld ba aountad to aohitira thla goal* 

Th^ jMbera of tha adueation eeaMnity wall undaraund tha atrain that haa 
bean plaead on the budget by eieeaaiva defieit apendingi and we favor 
equiuble efforta to huten ita eliaination. But, in reetnt yaara other 
eleaenta of the budget have wltneaaed rapid growth, while federal adueation 
apanding wu puahad baek in the naae of defieit retfuetion. Thla trend nuat be 
arreated, and adueation funding «ut be allowed to riae aa a pareantage of 
budfet eapenditurea. 

The N tien looka to an tdueatien Preaident to Mke the down payaent. Eight 
yeara of net loaa for adueation have allowed too aany young people in an 
entire eleaentary achool oe^t (Kindergarten in tfSO through eighth grade in 
19W) and thoae who would have been aaeng two ooaplate college graduating 
claaaea (19M and 19M} to beeeae vietlaa of loot opportunity, tdueatien 
funding within the FT 1990 federal budget nuat inelude the firat of aeveral 
algnfieant atepa to inereaaa our nation'a Inveataent in ita young people. 

Therefore, Urn Ceaattee for Idueation Fundinj, a 20-year-old 100 aaabar 
coalition tftaie erflaniiationa repraaent aore than 50 aillion eleaentary, 
aeoendary aai poataeoondary atudentc, pav^anta, teaohera. adalniatratora, 
preaidenta, Ulrariaaa, oounNlora, truateea and aohool ooard aeabera ealla on 
the Fruidaat aid the rraaident^Cleet to eoaaiit 12.518 billion in new f\inda 
for federal education prograaa. 
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Tht rteoMNndtd inorttst his thtst eoflipontnts: 



I 768.0 ■llllon 



800.0 fflilUon 



800.0 miiiion 



1S0.0 alUion 



to eovtr tht coat of Inflation (I. If) on tht 
txlstinf. provtn twxt of lU eurrtntly fundtd 
ftdtrtl ditcrttlonary tduoatlon pro|r«M. Thla 
win tntblt tvtry proiru, fro« tht smXl ftfttd 
and tiltnttd tduottlon prograji, to laptot Aid, to 
tht Urgtr PtU Grant progrM, to oontlnut without 
any rtduotion in tht atrvlota dtUvtrtd In FY 1989. 

to providt a nodtat addtd invtatstnt in tlttttntary 
and atoondary tdueation prograiia aiiHd at 
diaadvantagtd atudtnta {Chapttr 1, Cduoatlon of tht 
H^-^dieapptd. Stcondary School Baalo SklUa, Hagntt 
Schoolti Cvtn SUrt, Dropout Prtvtntion). For 
tvtry 1600 in addtd Chapttr 1 funda, looal aohoola 
yill Pt abit to provide sort Individual lzt4 
inatruction to ont additional child aaonf tht 
approxlmattly 5 BllUon who art tUglblt but not 
currently atrvtd. 

to providt a Bodtat addtd Invtatatnt In 
poatatcondary education prograw alMd at 
diaadvantagtd ttudtnta (FtU Granta, Supplttttntal 
Education Opportunity Granta, CoUtgt Work-Study, 
P^rkina Loana, Statt Studtnt Inotntlvt Granta, and 
iptclal Strvlota for OlaadvanUgtd Studtnta). Thla 
rfill ptrmlt a aodtat InoraaM in grant and work 
).*rogra«8 to Itaatn rtUanot by disadvantogtd 
audtnta on tht uat of loana. 

to providt for prtaidtntlal InltUtlvta and for a 
•odtat addtd Invtatatnt In othtr vlUl prograaa 
8u<fh aa vocational Eduoatlen, Library Strvleta, 
Adult tduoatlon, Uttraoy program, ttc. Thla v Ul 
tnablt graattr InvtatMnt In all-ioportant library 
rtaourcta and grtattr taphaala on uorktr 
prtparatlon, ntn/aeitnet tdueation, alnorlty 
acitnot liprovtatnt and graduatt ftllouahlpa. 



12, S 18.0 aOAllon — ToUl Education Otpartatnt Inertut ovtr FX 89 



wt alao btiitvt that up to 1500 nillion ahould bt addtd to tht Dtpartsitnt of 
Htaith and Huaum Strviota budgtt for a aignifleant inortaat in tht Htad Start 
prograa, and that tht iaportanc child nutrition programa fundtd through tht 
Dtpartatnt of Agriculturt ahould bt maintalntd at thtlr currtnt Itvtla. 
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SUtMtnti in Support of Ineriiitd Eduoatien Pundini 

"iMdlatt AOtlon li ntcttsary to halt tht eontlnutd growth of a largo , 
ponMnont undorouu of youns ^Joplo who oannot qualify for c«ployttint booauao 
thoy laok fUndaMnUl lltoraey sklUa and work habita." 

**Hiatorloaay, tho ffderil gomnMont haa had an i^MrUnt roio to play in 
targotlng roaourooa to ohildron in nood. It nooda to rtafrira thia long* 
atinding oofflMitntnt to tnaurlng tho dlatdvantagod aoooaa to quality 
odueation." 

'*Thf romodial r.adlng and oiithtaacloa prograu of Chaptor l...and Hoad SUrt 
havo had dononstrablo fueeoaa, and ftdoral funding of both prograM should bo 
brought up to lovoia suffieiont to roach all oliglblo ohildron." 

Invtatinf In A— rlca'a Futuro 
CoMiittoo for eoonoBle OovolopMnt, 19BB 



''In tho U.S. today, ono child in fivo ia poor. Ihia ia intolorablo In tho 
hiitory'a rlcnost nation. Childron «ako up tho biggoat ainglo aogMnt of tho 
32 nillion Aatricanj who livo btlow tho cfficial povorty lino." 

**7horo ia no oaay ansuor to tho problt* of ingrainod povorty. But oarly 
mtorvontion in tho livoa of poor childron offora tho boat opportunity to 
break tho cyclo of povorty. Thoro ia aolid ovidonoo that Fodoral prograu 
fueh aa Hoad Surt, pronatal caro, iMuniaatlon, tho Woson'a Infant and 
Childron fooding prograa and coaponaatory tduoation do work, and offor ono of 
tho boat invoataonta tho country oan aako in ita own pooplo." 

"Sponding public funda for thoao young taorioana ia not waatoful; it ia 
waatoful not to invoat in tho BOdieal at^^intion, tho oduoation and tho Job 
training that uilX provldo poor ohildron with a aharo in tho toorioan 

opportunity.** 

**Uo roooMond that you aot a f:«l of full Fodoral funding for Hoad SUrt, VIC, 
Cooponaatory Education (Chaptor 1), pronatal oaro, iMuniiation and provontivo 
health caro prograaa for all oliglblo diaadvantagod ohildron within olght 
yoara, and aovo toward that goal by ro o owi n ding in your Fiaoal 1990 budgot an 
annual inorouo of 12 billion until tho goa ia roaohod." 

"Education and job trtinlng ia tho aooond iaparativo.. ..Uo urgo you to launch 
a national offort at iaprovinf product ivity. ..You can aupport fodoral fUnda 
for tho dOMHtratoly offootliro prograM Uko Hoad Start and ooaponaatory 
oduoation. Ton ou MOk to broadon aoooaa to higher oteoation for all 
qualiflod to ontor oollogo, and oncourago aoro bright atudonta to ohooat 
graduate work in acienoo and enginoorini.. .You can aupport long-ten extenalon 
of tho reaoaroh and devolopiNnt and univeraity buio reaearoh akllla." 

tooriean fcttnda 

Deport to the alat Preaident of the U.S. 
Gerald R. Ford and Jiaay Carter* 1988 
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"Htid Start. (Xiallty dtvtlopMnt support nist bt followtd up with tfrtetlvt 
prtaetiool progriM.. .Additional funding is ntodtd." 

**Chapttr 1. Thf ftdtral coMiit»«nt to tducation of tht disadvantagtd aust bt 
sustaintd Uiroufh almnUry and dtcondary sctiool...Htrt, eo')» tddltion«l 
funds art rtquirtd." 

"Hath and .^oltnet procriM. Tht Council rtcoaatnds inrraastd funding to 
strtngthtn prograas to train nath and seitnet tttohtrs." 

**Post«steondary tducation. Iht Coup'*U rteoMtnds hightr Xtvtls of funds for 
progrSM to tnturt post*stcondary aootss for low-ineoM studtnts.. .Currtnt 
ftdtral prograiu do not providt tht rtsourcts nttdtd and should bt txpandtd." 



"What did wt find? 
"*Ptoplf( do uant a baltnotd budftt; 

""Antr leans will support t/)t hard ohoiots ntotssary to baUnot tht budgtt: 
but • 

"*Thty will support thcst htrd ohoiots only as part of a paokagt which is 
gtntrtlly ptretivtd to bt fair. 

"**Ftir' packagts sprud tht burdtn of dtficit reduction broadly across 
Inttrtst groups uid rtgions. 

'**If thtrt trt two 'sacrtd cows' in ht ftdtral budgtt this ytar, thty art 
tduoation and anvironatntal prograM;" 



fftclaiwint tht Awtrlcan Drtasi; fiscal Pclicits 

For h CoiiPttit'ivt Nation 
Council on Coopttitivtntss, 1968 



Estrcist In Hard Choices 

CoMittet for t Atsponsiblt Budgtt, 1968 
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Senator Pkll. We now come to Ms. Gallagher, who is president 
of the South Carolina NBA. 

STATEMENT OF MS. SHEILA GALLAGHER, PRESIDENT, SOUTH 
CAROLINA EDUCATION ASSOCIATION, COLUMBU, SC, ON 
BEHALF OF NATIONAL EDUCATION ASSOCIATION 

Ma. Gallagior. Thank you, Mr. Chairman, Senator Kassebaum. 

I am Sheila Gallagher, president of the South Carolina Educa- 
tion Association, and on behalf of the National Education Associa- 
tion, I appreciate this opportunity to speak with you on the Edu. a- 
tional Excellence Act. 

Two years ago, this committee began its work on the Stafford- 
Hawkins Elementary and Secondary Education Improvement Act. 
Those efforts were grounded in a recognition that individual stu- 
dents have unique needs and that education programs must have 
sustained assistance to be successful. 

This committee has more them just a track record, it has a proud 
tradition of establishing significant education programs. Over the 
past three decades. Congress, under the leadership of the Labor 
and Human Resources Committee, has made an enduring contribu- 
tion to the lives of millions of Americans. 

I would like to be able to come before you and say that the Edu- 
cational Excellence Act of 1989 would truly make a significant dif- 
ference. But in all candor I cannot. The programs embodied in this 
measure are marginal at best, and some would be lacking leader- 
ship and taking leadership in the wrong directior. 

This bill would authorize more than $2.2 billion over four years, 
including more than $1.5 billion for a recognition program that 
amounts to little more than a pat on the head to schools and com- 
munities that face serious obstacles in their efforts to prepare our 
Nation's young people for the next century. 

NEA will be the first to admit that there is still work to be done. 
America is changing. Its people, its economy, its institutions, they 
are all changing. And the public schools must be transformed not 
merelv to reflect changes up to now bvt to lead our Nation forward 
into the future. 

Some components of this bill can be of value. NEA supports an 
increase in the endowment grants for Historically Black Colleges 
and Universities and assistance to address the scourge of drugs 
that threatens America's youth, America's future. 

The national science scholars program is a nice idea, but com- 
pared to the widening gap between the costs of postsecondary edu- 
cation and the level of assistance available from existing Federal 
student aid programs, the $6 million that it would pronde in fiscal 
year 1990 is lees than a drop in the bucket. 

On the other hand, some components of the Excellence in Educa- 
tion Act would divert Federal resources down avenues that are 
counterproductive. States have devoted considerable efforts to 
strengthening the requirements for teacher preparation and teach- 
er certification. This measure would provide funds to help circum- 
vent those standards. The $25 million proposed for thiu program 
would be far better invested in research by the national board for 
professional teaching standeurds. 
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The presidential awards for excellence in education would not 
help identify, recruit, and prepare qualit'ed individuals for educa- 
tion careers. Nor would it address the compensation needed to at- 
tract and retain qualified professional edt cators. 

The magnet schools of excellence is intended to advance open en- 
rollment, a concept which at its best is an untested experiment and 
at its worst the path to a massive resegregation . ^ the pviblic 
schools by ability, by class, and by race. 

We welcome discussion of an education initiative supported by 
Congress, by the President and by the people. But schools and the 
students served in them deserve more than rhetoric, rewards, and 
redundancy that this measure offers. 

There are alternatives. The most important step Congress could 
take is to provide full funding for existing programs and extend 
access to all eligible students. 

Next, Congress should establish and support programs to address 
the academic, nutritional, health care, and social needs of our Na- 
tion's disadvantaged students. 

Third, Congress 'should provide the resources that will enable 
school districts to xpand and strengthen academic programs in the 
areas that our children need to be successful for in the future. And 
in this time of limited resources, if this comiLiittee does move for- 
ward with any elements of this legislation, funding should not 
come at the expense of existing Federal education programs that 
we know work. 

Let me repeat that. Funding should not come at the expense of 
existing Federal education programs that we know work. 

We commend this committee for its efforts to develop initiatives 
that help America's students at every level, and we look forward to 
working with this committee in maintaining the national drive 
toward excellence and equity in education. 

I thank you very much. 

Senator Pell. Thank you very much, Ms. Gallagher. 
[The prepared statement of Me. Gallagher follows:] 
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PREPARED STATEMENT OF SHEILA QALLAQHER ON BEHALF OF 
THE NATIONAL EDUCATION ASSOCIATION 

Nr. ChairMn and Mnbtra of th« Suboonittttt 

Z u ShailA GAllAghtty prtaidMt of th« South Carolina 

BducAtion Aaaociation* On bahalf of tha 1*9 aillion-aMbar 

National Education Aaaociation^ which rapreaanta profaaaional and 

aupport aaployaao in public alaaantary^ aacondary, vocational, 

and poataecondary achoola throughout tha nation, Z appraciata 

thia opportunity to apaak about tho rola tha faderal govarnaant 

can play in maintaining tha driva toward axcellanca and aquity in 

public aducation. 

Approsiaataly two yaara ago# thia Couittaa .bagan ita work 

on tha raauthorisation of a doaan oaaantial fadaral alaaantary 

and aacondary aducation prograaa. Thoaa afforta wora groundad in 

a racognition that individual atudenta hava uniqua naada, that 

aoBO atudanta zaquira apacial aaaiatanca to auccaod in achool and 

in lifa, and that achoola nuat hava auatainad aaaiatance to ba 

abla to provida quality aducational aarvicaa for diaadvantagad 

atudanta, atudanta with linitod proficiancy in Engliahi and othar 

atudanta at riak. Aftar caraful atudyi thia Comaittaa 

acknowladgad that faderal "Education prograas auch aa Chaptar 1 

conpanaatory aducation for disadvantaged atudanta worked well and 

deaerved to be continued. And at the aaae tiaev thia Comittee 

eatabliahad new prograna — auch aa concentration granta, dropout 

prevention, and parental involvenant that were developed baaed 

on the recoaaendationa of teachara, adainiatratora# parentca, and 

othera with a atrong interest and experience in education* 

The proceaa by which the Labor and fiuaan Resourcea Coaaittee 

developed theae education prograaa raflecta a aodel for 



ERIC 




109 



2 

d«v«lopin9 ways to provide ataningful assistance to students and 
public schools. Too oftenr. particularly in recent years r well- 
intentioned people have attempted to make changes in education 
without an adequate assesssent of what the most pressing needs 
are, without consulting with professionals in the fieldr or by 
striking out on a parallel track, or even a divergent track, 
rather than building on the foundation that already exists. 

NBA would be the first to admit there is still work to be 
done in advancing the goals of excellence and equity in 
education. We have long advocated a full commitment to specific 
elementary and secondary education programs that have proven 
successful r such as Chapter Ir handicapped educatlonr bilingual 
education, Indian educationr and the rest. He have long 
advocated a full commitment to programs that meet the human needs 
of disadvantaged children r including child carer nutrition and 
health programs r programs to stem the tide of chemical 
dependencyr juvenile delinquencyr and sexual promiscuity, we 
have long advocated a significant general aid program to help 
local communities meet their responsibility to maintain and 
operate the public schools. We have advocated new programs to 
meet emerging challenges in educations a greater emphasis on 
education personnel development r including programs to encourage 
more ethnic and racial minorities to enter the teaching 
profession; programs to encourage a more collegial approach to 
problem-solving at the local level, including assistance for 
site-based decision-making , professional developsent resource 
centersi school restructuring based on local needs and locally 
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d«t«rsin«d goals; and programs to improve the standards for 
•ntaring and inctntivts for remaining in the teaching profession^ 
as well as providing ongoing assistance to stay current in 
subject matter and methodology. 

MEA is not alone in its commitment to effective programs to 
help continue the drive toward excellence and equity in 
education. The Committee for Economic Development has compiled a 
number of reports in recent years calling for a significant 
investment in education and outlining a number of specific 
programs that schools and communities^ with assistance from state 
and federal governments # can initiate to address the real needs 
in education. In its 1987 report^ "Children In Needt Investment 
Strategies for the Educationally Disadvantaged*" CED reminded 
Americans th it "raising standards for all students without 
increased efforts to help those who nay not meet those standards 
%iill go only part way in realising the nation's educational 
goals." It called for the nation to embark on a "third wave" of 
education reforr. "that gives the highest priority to early and 
sustained intervention in the lives of disadvantaged children." 
Olie public schools alone cannot make the kind of progress the 
public expects* It calls for a sustained community effort with 
the close involvement and support of parents and other family 
members. CBD called for a greater emphasis on prenatal and 
postnatal care for pregnant teens and other high-risk mothers; 
parenting education for both mothers and fathers^ family health 
care# and nutritional guidance; quality child care arrangements 
for poor working parents that stress social development and 
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school rMdintiii and quality pratchool for all diaadvantagad 3- 
and 4-yaar-oldB. 

Thia CoMittaa and thia Congreaa hava an opportunity to 
asart laadarahip in thaae araas ao that — in cooperation with 
atata and local govarnnant^ with tha privata aacuor and 
individual faailiaa — all children hava accaaa to thaaa aarvicaa. 

In taraa of tha atructura of tha public achoolar CCD 
advocataa achool-baaed nanaganant that involvaa principala^ 
taacharar parents^ and other achuoi personnel in ahared daciaion- 
making and accountability; aaaller achoola and smaller claaaea; 
ui?-to-date educational technology integrated into the curriculum 
to provide new learning opportunities for atudentai additional 
pedagogical aupport for teachers; support ayateaa within tha 
schools that include health services » nutritional guidance i and 
paychological I career, and family counaeling; and increased 
emphaaia on extracurricular activities that help build academic, 
aocial, or pnyaicai skills. 

In short, the CED recommendations, like NEA's 
recommends tiona, constitute a comprehensive program for reform 
and renewal in public education. These recommends tiona are 
grounded in a cloae, longitudinal stuoy of the public schools, 
and the atudenta and educators who populate them, and conaider 
what reaourcea and programs they must have to fulfill the 
expectationa of the American people and the future needa of our 
nation. No one is suggesting that providing thoae resources and 
developing and maintaining those programs will be an eaay taak. 
But the fact is America ia changing, ita people, ita economy, and 
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its institutions art changing! and the public schools must bs 
transformsd — not asrsly to r^fl^^^L r'^cietal changes up to now «^ 
but to lead our nation lorward intc j future. 

The BxcelXence in Education Act 

like to be able to come before you and say that this 
proposed legislation, the Excellence in Education Act of 1989 # 
wo'jid truly aake a significant difference in the quality of 
education programs across the nation. But in all candor r after 
careful study of the various components that make up this 
initiative, the programs embodied in this measure are marginal at 
best, and some would be le^-'^rship in the wrong direction. 

The structure of the Ewcellenoe in Education Act of 1989 is 
sound. It has the appearance of being a major education 
initiative. Its findings are, for the most part, beyond 
challenge. It has components that are designed to address 
several different aspects of our educational system, it includes 
some resources to carry out its objectives. It emphasizes state 
and local control. However* it is unclear how this measure does 
anything meaningful to address the key n«eds of public schools or 
students. This proposal falls far short of providing the kind c 
design, resources, or leadership to initiate any of the 
recommendations NBA, CEO, or any other organisation with 
experience in the strengths and weaknesses of the public school 
have advanced in recent years. 

There ^re positive elements in this package. For instance, 
NBA supports an increase in the endowment grant for Historically 
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Black Coll«9«i and Univeraitiaar and wa aupport aaiiitanca to 
■chool diitLicti to acldraia tha scourge of druga that thraatana 
tha futura of Anarica*i youtht Tha Orug-Praa Schoola Urban 
Bmargancy Granti and tha andovaant awarda to tha Hiatorically 
Black Collagas and DnlvaraltiQa would build on an axiating 
franaworkr thay would addraai raal naedSf and thay would provida 
raaourcas to accompliah goali aatabliihed by tha education 
conmunity« 

Tha National {>ciance Scholars Program ia a nice idea* But 
compared to the widening gap between the costs of poatsacondary 
education and tha level of assistance provided under existing 
federal student aid programar the 15 million it would provide in 
FY90 is leaa than a drop in the bucket* 

Recognition versus Meaningful Aaaistance 

Mr* Chairman, we aimply cannot fool ourselvea* Providing 
awards to schools for their accompliahments as in the Merit 
Schoola program ia not even icing on the cakei it is the 
decorative cherry one would place in the center of U.a cake after 
it has been frosted* At a time when moat people are talking 
about the need to establish national goals in education, thia 
program would reward local schools for meeting their own 
criteria* At a time of limited federal resources r H is 
counterproductive to devote thia level of reaources to a program 
thatr in effectr duplicatea axiating atate and local recognition 
programa* More importantly, the Merit Sohoola plan fails to 
provide a sustained commitment to public achoola with aerioua 
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obstadts to achieving aeaningful education reform and 
ittprovement* A one-time gr^nt would not enable achooia to 
eitabliah new programs or pay teachers norer or address the 
physical deterioration of schools. At a time when budgetary 
restrictions bring every expenditure under close scrutiny, it's 
inportant to meet the greatest needs first. Giving out prizes 
for do^ng well is not the first or greatest need* 

In Addition, the proposed legislation would provide 1100 
million in py90 for Magnet Schools of Excellence. Again, this 
change would tend to undermine longstanding efforts at the state 
and local level to establish a positive route toward 
desegregation, instead, this proposal is intended to promote 
open enrollments a concept which is at best an untested 
experiment and at worst the path to a massive resegregation of 
the public schools ^ by ability, by race, and by class. 

Leadership in the Wrong Direction 

Some components of the Excellence in Education Act are, in 
factr leadership in the wrong direction. In the last two 
decades, states have devoted considerable time and effort to 
stjcengthenir the requirements necessary to ensure a qualified 
teacher is * resent in every classroom. The National Board for 
Professional Teaching Standards which is designed to promote 
the Improvement and standardisation of preservice and inservice 
education for professional educators is still in iCs infancy. 
At the same time, more than half the states already have escape 
hatches to allow persons without such training to cover 
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clftflflroOM. And now this BMaurt would provide states 125 
•illion in n90 to mtplof new ways to circumvent existing 
certification standards* 

Mr. Chairnan, as you know# there are no shortcuts to 
excellence, in March 1989r the Rand Center for the Study of the 
Teaching Profession released a study entitled^ "Redesigning 
Teacher Educations Opening the Door for New Recruits to Science 
and Mathematics Teaching." After looking at several alternatives 
to teacher education! the Rand study concluded ihat# as a group, 
alternative certification recruits were the least satisfied with 
their courseworkr the least satisfied with their praoticua, and 
in most cases the most frustrated in the lack ''f preparation for 
the classroom. Proponents of alternative certification tend to 
downplay the importance of pedagogical training, but according to 
the Rand study, "the most frequently mentioned need was for 
additional coursework In teaching methods. • .Alternative 
certification recruits wished they had had training in teaching 
methods and classroom management before they entered the 
classroom. ••" The Rand report concludes that "the nontraditional 
programs that follow a more 'traditional' preparation approach- 
providing substantial pedagogical coursework before recruits 
enter the classroom and providing supervision and graduated 
assumption of responsibility during an internship-«re more 
effective in the eyes of their participants and graduates* 
Programs that severely truncate coursework and place candidates 
on the job without adequate preparation or supervision are, not 
surprisingly, least well-rated by recruits." 
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Furthermore, the Rand report questions whether scientists 
and engineers are a viable pool for recruiting teachers. The 
National Science Foundation reports that of 21r423 respondents 
employed in scientific and technical occupations m 1970 » only 
121 switched to precollege teaching during the course of the 
decade, most taught for only one or two years, and after 10 
years, only three remained in the classroom. The Rand study 
reports about 4 percent of these 21,423 scientists had education 
degrees, but only 0.2 percent were teaching at the K-12 level, 
concluding "for this group, 'defectors' outnumbered entrants to 
teaching by a ratio of 20 to 1." 

In our view, Mr. Chairman, the 925 million proposed to 
encourage states to explore alttj^native certification procedures 
would be far better invested through funding the research for the 
National Board for Professional Teaching Standards as proposed in 
S. 476, as introduced by you and Senator Dodd. 

Since 1857, MEA hcs been dedicated to improving the teaching 
profession. And toward that end, we have supported efforts to 
improve the compensation of teachers and other education 
employees in order to attract and retain qualified individuals in 
« education professions. One of our first and most enduring goals 
as an organisation is to assure that there is a qualified teacher 
in everj^ classroom. And in our view, the Presidential Awards for 
Excellence in Education component of this bill does not lead us 
toward that end. All teachers should be fairly compensated for 
the service they perform, and one cannot get around that basic 
fact. A one-shot $5,000 award for a relative handful of teachers 
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Is not ntarly •££«ctlv« as efforts to ldontlfy> roccult, and 
prapart qua}'ifl«d individuals to tducatlon carears, tf forts to 
strangthan tha standards and cartlflcatlon for thosa antaring tha 
profasslon# and afforts to provlda professional coapansatlon for 
all aducatlon aaployaas. 

Yhara Ara Altarnativas 

Tha Bxcallanca In Education Act, as Introducadf would 
authorlsa «ora than 12.2 billion ovar four yaars to stata and 
local aduoation aganclas, Tha largast coaponant of this Act, tha 
Mar It Schools program, would davota nora than 11.5 billion to a 
racognltlon program that amounts to llttla mora than a pat on tha 
haad to achools and coa£iunltlas that faca sarlous obstaclas In 
thmlr afforts to prapara our nation's young paopla to addrass tha 
educational, social, and economic challenges of the next century, 
Tbia Committee has «aor^ than just a track record of establishing 
algnlfl^ant education prograMi It has a proud tradition. Over 
tha past three decades, Congress *- under tha leadership of tha 
Labor and Human Resources Committee enacted the Elementary and 
Secondary Bduoatlon Act of 1965, the Bilingual Education Act of 
1968i the Education for All Handicapped Children Act of 1974, and 
tha dosans of other programs that have made an enduring 
contribution, not only to public education, but to tha Uvea of 
the millions of Americans public education has touched and 
continues to touch each year. The legislation before you dees 
not build on that foundatloni it is mora of a atroll down tha 
garden path* 
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Aa«rica'8 public schools and the students served in them 
deserve aore than the rhetoric, rewards, and redundancy this 
aeasure offers. At present # only about one-half of the students 
eligible to participate in compensatory education programs 
actually receive services. The appropriations for the state 
grant portion of the Education for All Handicapped provides only 
about 7 percent of the costs above average per pupil 
expenditures, far short of the 40 percent Congress pledged to 
provide when the programs were established. Fy89 appropriations 
for bilingual education programs is sufficient to serve only 
about one-sixth of the students reported by states as limited 
English-proficient. The first, the most important step Congress* 
could take toward excellence in education should be to provide 
funding for the full range of existing programs that extends 
access to all eligible students. Second, Congress should 
establish a comprehensive network of programs to address the 
academic^ nutritional, health care# and social needs of our 
nation's disadvantaged children. Third, Congress should provide 
the resources that will enable school districts to expand and 
strengthen programs in the areas our children will need i^o be 
successful in the future. When that agenda is completed, there 
will be no need for a recognition program for schools for 
accomplishing what they all ought to be doing now. 

Finally, in this time of limited resources, we are deeply 
concerned that funds for new programs not come at the expense of 
existing federal education programs that we know work. Chapter 
1, bilingual education, handicapped education, and the rest are 
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••rlously undtr£und«d| afttr Accounting for inflation, ftdtral 
•iMMtary and otcondary tduoation prograas havt lost 14 »2 
billion sinct 1980. If tbia CooMitttt dots uova forward with any 
of ths tltntnts of tht Bxctllsnce in Education Actr tht prograas 
should bt financed with nsw funds. 

coMMnd this CoiuBlttse for its work in dtvtloping and 
supporting programs that htlp statt and local education agtncits 
address the needs of our nation's young psoplSr and we look 
forward to working with this Conmittee in the ongoing process of 
nonitoring and refining existing prograas, and developing new 
prograas to maintain the national drive toward excellence and 
equity in education* 
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Senator Pnx. Regarding the magnet schools proposal which we 
have discussed here, might it not be better to consioer it as a third 
categorv to be funded after we have fully provided for schools 
under aeeegrc«ation orders or voluntary des^r^tion plans in the 
magnet school program and then, second, those with a heavy con- 
centration of mmorlties under the alternative curriculum proposal? 
It is a complicated question, but it's a question really of pnonties. I 
was just curious what each of you thought. 

Ms. Gallagher, what would be your thoughts? 

Ms. Gallagher. Senator, if I could have you repeat that ques- 
tion? 

Senator Pkll. Yes. The question is: Bearding the magnet 
schools proposal, might it not oe better to consider that as a tHrd 
category to be funded after we have helped schcols under desegre- 

Sation orders in the magnet schools program and then those with a 
eavy concentration of minorities under the alternative curriculum 
proposal? 

Ms. Gallagher. I think the first priority is to be sure that our 
disadvantaged schools are helped first, and it's very hard for me to 
state where I really believe the magnet schools fit mto that propos- 
al because I see a very, very good chance that this is really segr^a- 
tion. 

Senator Pell. Thank you. 
Dr. Thomas. 

Dr. Thomas. Yes. I support the notion of helping those schools 
that need the most help financially, that have the highest percent- 
age of disadvantaged. 

My experience tells me that magnet schools have served a pur^ 
pose, in my jud^ent a political purpose, to accomplish certain 
things, whether it be des^regation. But as far as raising the qual- 
ity of education in a district, I would question it because I don't 
think you get the spinoff and the fallout and the modeling that we 
would like to see that spreads throughout, that would pervade the 
eiystem. 

So magnet schools would not be my top priority. 
Senator Pell. All right. Thank you very much. 
Mr. McCully. 

Mr. McCuLLY. Yes, Senator. Our testimony did speak to that, I 
think, where we would propose a trigger at $200 million prior to 
going into mamet schools for excellence. 

And also, I believe my testimony suggested combining the objec- 
tives of magnet schools for exceUence with the Secundary School 
Basic Schools Act that is already in place. 

Senator Pell. Thank you very much indeed. 

Dr. Bennett. 

Dr. Bennett. Senator Pell, I would add to the comments already 
made that I am a very strong proponent of magnet schools in the 
des^r^ation process that have had extensive experience across 
the United States in these kinds of desegregation plans. 

I am also, being from Minnesota, familiar with the ways in 
which magnet schools can contribute in the choice process. 

Let me underscore the point, however, that the State of Minneso- 
ta in combination with \(X)al fUnding is alrea^ accomplishing this 
without the aid of Federcd intervention. We luive countless exam- 
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pies of Mhools that are alternative or magnet schools in Minnesota 
that have been accomplished beautiftilly within the existing fund- 
ing. We simply don't need this kind of additional effort except in 
the areas of desegregation, and this remains the American dilem- 
ma and we need more money with respect to magnet school sup- 
port for the desegregation imperatives. 

Senator Pkll. Theuik you very much. 

Mr. Marec. 

Mr. Marec. Mr. Chairman, AFT does support the concept of 
magnet schools, but in and by themselves we don't think that 
that s the answer to educational reform. We would basiccdly feel 
and agree with Dr. Bennett that we should be looking at areas 
which would improve the whole area of desegr^ation and to im- 
proving education for our most disadvantaged. 

Senator Pkll. I have one other question. As you well know, the 
school year includes 180 days a year of vacation days, thus half the 
year is a vacation for our students. I am just curious about your 
reaction. Do you think the school year should be longer? I am talk- 
ins of the objective of increasing educational time, lliis is presum- 
ably with the given salaries and would be increased proportionate- 
ly. 

But do you believe the school year should be longer, or should we 
continue to have half the year as vacation? Ms. Gcllagher. 

Ms. Gallagher. Well, Senator, you mentioned the word, the pre- 
sumption, that the teachers and the other educators would be paid 
more. In South Carolina, under our Governor Dick Reilly, we 
passed the Educational Improvement Act and we increased our 
school year by five days, and there was somewhat of a pay in- 
crease. I would not consider the pay increase making up for the 
extra time. 

The vacation time is not what a teacher really has. Most of the 
time you are taking extra classes, you are doing extra work with 
your students. I have had the opportunity to serve as class sponsor 
and other school activities. So there is an awfUl lot of extra time 
that you spend with students that are so<»lled vacation days and 
you are not in a true academic situation but you are in a learning 
environment. 

So if you're talking about increasing the school year with actual 
acadenuc school days, that is a question that is open. 

Senator Pell. All right. I am tallring from the viewpoint of the 
kids at school, half the year is a vacation. 

Dr. Thomas, what is your thought? 

Dr. Thomas. I think the question can be addressed in the context 
of bringing education in line with what the economy is now. It's 
not a farm econonijr m the sense thtit it was when school was out 
in May and we had all cummer off. I think that that has to be 
looked at. 

The whole question of quantity versus quality is involved here 
too. Just extending the year does not ensure that more education is 
goinff to take place. I think we'd have to look at that very, very 
carefully. 

Now, there are some districts that have the 45-15 plan where you 
have what we call year-round schools. I think the jury is still out 
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on whether it's of value or not. But I think that the quality is the 
signif .cance of what is happening. 

Senator Pkll. Thank you. 

Mr. McCully. 

Mr. McCULLY. Senator, speaking on my personal beliefs and not 
necessarily representing NSBA, I think the key thing here is not 
necessarily more time but quality time on tasks. And I think that 
could be accomplished with some Federal aid programs and to 
enable teachers to utilize things that we know now by hard re- 
search data, such as the clinical teaching methods and ttiose kinds 
of things and also some leadership academies for our administra- 
tors so that they can go in and actually evaluate teachers in a posi- 
tive manner so that they can give more quality time on tasks. I 
think those are the two key things. 

Senator Pxll. Thank you. 

Dr. Bennett. 

Dr. Bbnnbtt. Senator, we have tried tr make very constructive 
use of summer school programs in our scnool district. Traditional- 
ly, better than a third of our students, mostly at-risk students, 
have attended summer school. 

R^[rettably, the Minnesota L^fislatuie two years ago discontin- 
ued State funding for the summer progr;\ms. So what we're talking 
here about the need for and the benefits of an extended school year 
where people are paid more, in reality what is happening, at least 
in our State, is that there is a considerable retraction from that po- 
sition. 

Senator Pell. Mr. Marec. 

Mr. Marec. Mr. Chairman, basically our position is that before 
we talk about increasing the school year we ought to take a look at 
what we are currently doing with the amount of time we have. 
And I think it is a question of quality versus quantity. I think we 
are to the point where we ought to be allowing teachers to teach 
rather than constantly being interfered with by ringing bells, as- 
semblies, shortened days for whatever programs there may happen 
to be. 

We do feel, however, that if we take a look at restructuring 
schools and we start talking abuut delivering programs that meet 
students' needs, that in many instances specialized summer pro- 
grams for students in atrrisk cat^ories have pro*-nn beneficial 
where we have seen them working in Ohio. 

So I think it's a question of selectivity and quality rather than 
just saying if we'd just expand the school year from 180 to 200 or 
220 days, that that's the answer. We don't believe that is. 

Senator Pell. I would ask the staff to insert in the record at this 
point the number of school days in the school year of technological- 
ly advanced competitors in the world and see where we stand in 
that regard. 

[Information supplied follows:] 
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AVERAGE LENGTH OF SCHOOL YEAR FOR ELEMENTARY AND SECONDARY EDUCATION 

(DAYS) OF SELECTED NATIONS 



Nation kmtg)^ 

Qmk 190 

Oanwnfcliip^^ 210 

Mini R«puUc of Gorminy 165 

France 185 

216 

J(pM)t»»»>»f ••■■■••####•##■••■•#■•••••««•••••• •••»•»•••>•><•<<<»< Ktt* <•••<••< ittxt t ttt«tt .<<t<t«(Mt«tt**t«t ••••••• 243 

SovM Unte! 210 

^t^0dM)«»»«»»»»«t«t»«*tt*««tt«««t •■ •••••••• ••t*tt»ti»<t ■<«••< 180 

Uflltid IQMdOfn.. « ..„..,.«.., 196 

Umttd sSto 180 



> Awite iMgtti of school year (days). 
Source: Coniressional Reseafcti Service. 

Senator Pell. I am a little disappointed at the reply of all of you 
because I would have thought that half the year as a vacation is a 
little rich when you consider how far behind m educational 
achievement many of our kids are compared to the Japanese, 
German, British, etc. 

I would turn to Mrs. Kassebaum. 

Senator Kassebaum. Thank you, Mr. Chairman. 

I would like to start with Mr. McCuUy, if I might, he being a 
fellow Kansan. I am pleased he is here presenting testimony for 
the National School Board Association. Having been a member of 
the school board for 18 years, you are well qualified to do so. That 
is an achievement, as mcft school board meirdbers don't survive 
that long anymore. 

You spoke frequently in your testimony, Mr. McCully, about 
your concern that we might be detracting from some of the pro- 
grams that are working well by having money going into the new 
magnet school proposal or the merit school propoBal. 

Dp you see any way we can perhaps move some of the adminis- 
tration's proposals into existing programs in such a way that there 
can be a constructive amalgam of both? 

Mr. McCuLLY. Yes, Senator. I think one of the ways that we sug- 
gested is that the magnet schools basically for desegregation pur- 
poses could well be dovetailed into magnet schools lOr excellence, 
and in many cases those are probably in States one and the same. 

There are some other programs, the Secondary School Act that I 
mentioned too, I think, that could also, if that were faHy fimded at 
$400 million, which is the authorization, I think that would take 
care of some of those concerns that the administration's bill speaks 
to. 

Senator Kassebaum. I thiiik you and Dr. Bennett too talked 
about the merit school program being limited tojChapter 1 schools. 
Ib that correct? 

Mr. McCuLLY. I believe that my testimom* suggested at least 50 
percent of those funds go to Chapter 1 schools. 
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Senator Kassebaum. Yes. 

Mr. McCuLLY. And also, we are very concerned about, I think, 
one of the people who testified called that a prize. I think I am 
more concerned with schools, probably in my personal judgment, 
some of the schbols that are doing excellent jobs are those that 
have the financial resources to do that. I question whether it is 
sound use of money to give them a prize when there are so many 
other schools that know what to do if they on^ had the resources 
to do it. My own school district is one of those. 

Senator Kassebaum. Wliy do you think that, say, the El Dorado 
school district would be eliminated from consideration under the 
merit schools program? 

Mr. McCuLLY. Well, as I understand the proposal, it is to award 
those schools that have demonstrated meritorious achievement, 
either a one-time shot at increasing test scores or whatever. In the 
State of Kansas, school districts are also limited by State-imposed 
budget limitations, and I think that in itself would lunit some 
schools, at schools in some States, from even spending the addition- 
al money without some concerns within the bill to tcdie care of 
those. 

Senator Kassebaum. Well, that is why I was interested in ques- 
tioning Secretary Cavazos as to exactly how the criteria will be 
drawn up and what will be taken into consideration. If there is a 
way to look at innovation, a willingness to try some new directions 
and see some improvement from that, I don't know why it should 
be limited necessarily. I mean I would think anybody then should 
be able to qualify. 

Now, the danger would be if there is some criteria that is going 
to be always slanted toward those that have the resources and obvi- 
ously, with that, attract attention. 

Mr. McCuLLY. Senator, if I may, I think the monev would be 
much better spent if it were allocated on a grant basis for those 
schools that have some plan for improvement if only they had the 
resources. 

Senator Kassebaum. Thank you very much. 

Dr. Bennett, you mentioned with respect to merit schoola the 
Dade County plan. I think you said it offered more of an incentive 
than a prize. Could you elaborate on wb^ you think that is a good 
program? 

Dr. Bennett. The program in Dade County, and by the way, pro- 
grams exist elsewhere, including our school district, first of^ all 
begin by identifying schools in greatest need. In other words, there 
is no mystery about the schools, in our case, the school district is 
most interested in focusing on and improving. 

Then second, we hold out die opportunity for additional funding 
for those schools. In the case of our school district, it goes to the 
school. In the case of Dade Coimty, it actually goes to mdividuals • 
in the school, individual teachers and principals. It's a direct 
reward to them to spend personally as opposed to on the school dis- 
tri*^ itself. 

My own preference is that it be spent on behalf of the school dis- 
trict rather than personally. 

But in any event, the moneys actually flow when there is a dem- 
onstrated improvement. So again, the incentive is held out there, 
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you know ahead of time that there is the availability of money if 
./ou perform. That is the way, I think, in which a program, a mone- 
tary program, can actually work as an incentive program rathe ' 
than a random prize type program the way I fear that the legield- 
tion is structured. 

In terms of actually crafting the legislation to accomplish that, I 
think a good step in the right direction is literally to change a 
single wonl on page 9, take that page 9, line 6, and if the admuiis- 
tration thinks it's a good idea that States recognize the compositioL 
of the student body and other relevant factors, then the word in 
place of "may" should be "shall." 

Senator Kasskbaum. You think that might solve the problem? 

Dr. Bennett. Senator, I think that is a first step in helping to 
improve this l^islation. 

Senator Kassebaum. Thank you. 

Mr. Marec, you had some of the same concerns about merit 
schools that I think nearly everybody expressed, and that is how 
you enhance local participation and incentive, la that not correct? 

Mr. Marec. Yes, Senator Kassebaum. 

Senator Kassebaum. Do you see Dr. Bennett's suggestion as 
being a step in the right direction? 

Mr. Maioc. I think there are possibilities there with that. But I 
think more in terms of when I take a look at the merit school con- 
cept within S. 695, is the fact that a lot of the indices that are 
there basically are pretty traditional and, quite frankly, those 
schools that are already accomplishing things using those indices 
are successful, they will get the rewards. 

The question is how do you get to the schools that are not doing 
it or, quite frankly, if we take a look at how are we going to pre* 
pare students to meet the challenges of the 21st century m terms 
of technology, in terms of the fact that the kinds of jobs that we 
have had in the past no longer exist, then to us at least that means 
gomg far bevond what is in the bill. 

That is talking about going to the local level to try to restructure 
schools in such a way that we can reach what basically is perhaps 
wiat 50 percent of the students that we haven't been reaching even 
historically. And that is going to take something far beyond what 
this bill entails. 

Senator Kassebaum. In this bill, even if we would change from 
may" to "shall," you still have to consider the State educational 
agen(?y. In States where you've got an educational agengr that is 
innovative and aggressive, you would have a more successful effort. 
But some States will have to be guided and encouraged in the crite- 
ria that thev would develop. 

I think it s terribly important, and I certainly value the sugges- 
tions you make on how we could establish this in a way that it will 
work. 

Dr. Thomas, I think your trust fund is an interesting suggestion. 
I would only say we are having a very hard time here with reve- 
nue. 

Dr. Thomas. I know. 

Senator Kassebaum. And I can't see any real enthusiasm for an 
additional payroll tax. 
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Dr. Thomas. Senator, I would just comment by saying that I 
have to come here at least twice a year because our district is heav- 
ily impacted, rs I indicated, and we get a substantial amount of 
money for the military kids to educate them. And it's a constant 
battle, which I understand. We certain^ hope it wouldn't be, but it 
is. 

We know it's a Federal obligation to deal wi'-h the impact aid 
kids, yet still it's always a battle to get the appropriate fiuiding. 
And of course, I am speaking logically, and I understand where you 
sit and where the other Senators sit, you have to look at a lot of 
different factors when you deal with these programs. 

When you constantly have a situation where the discretionary 
pie is constant but the competition is keen, the number of elements 
that are thrown into that competitive pot becomes very great, 
either we just have to deal with that as a frustration level or some- 
thing has got to give. And I think that in my opinion, one of the 
WG^, and I agree there may not be enthusiasm now, but I think 
the seed ought to be planted that there has to be a way. 

Certain tmngs are entitled. And we know that kids are going to 
be here. We think they're entitled to an education. We doirt think 
that ttieir education ou,Tht to be in the context of a lottery, well, we 
don't know how much you're going to get this year but we know 
you've got to learn how to read and do the otlier things that are 
necessarv in a democracy. And we think there ought to be a way to 
ensure that moneys are available to support those programs that 
all of us believe should be supported. 

And so we believe that the trust is a concept that ought to be 
explored. What the configuration of it is, I obviously cannot tell 
you what it might end up being. But I think it's a concept worthy 
of exploration by people in Washington. 

Senator Kassebaum. Ms. Gallagher, you talked about alternative 
certification and your reservations about it. What do you think is 
the best way to attract young people into teaching today, particu- 
larly where we have shortages of minorities and math and science 
teachers? I am Just amazed when I speak to high school groups 
today particularly seniors in high school, and ask if they are going 
on into teaching. And there are just very few hands go up today. 

Mb. Gallaohkr. Senator, as a teacher and as a coach, I have an 
opportunity to be working with smaller groups of students at times. 
And the conversations that 1 have with these students and txying 
to ersourage them to go into the field of education is that, one, 
they would like to have more money. And I think it is our society 
that he^ stated to them that that is what they want. They want to 
have jobs while they are in high school because they want to have 
cm« and they want to have a good time. 

I think we have to begin to ustill in our voung pe^le the impor- 
tance of other people, and not the material world. We have got to 
be able to tell them that teaching is a job and it is a respectful job. 
To many of them that sat through a class that they thought highly 
of a teacher, but there were other students in that class that did 
not and were disruptive. And they don't see the need to put up 
with that kind of behavior, make the low salary, and consider that 
a good job. 
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We have to bring respect back to teaching. We have to pay our 
teachers. It's veiy hard to listen to so-called vacation days being re- 
ferred to as vacation days when your educators are out trying to 
pick up extra classes oo that their knowledge base is better for 
their students. 

If we want to attract the young people into education, we have to 
put the money into education, we nave to pay our teachers, and we 
nave to give them the respect that they deserve. 

Senator Kassebaum. Thank you very much. I totally agree, and I 
assume everybody else does on the panel. Thank you. 

Senator Pell. Thank you very much. 

Senator Cochran. 

Senator Cochran. Mr. Chairman, thank you. I had to be present 
at a rural development markup session and missed the testimony 
of these witnesses. But I do want to join you, Mr. Chairman, and 
the other members of the committee in thanking the panel for 
helping us get a perspective of the needs of education at the local 
level and what some of the real-life challenges are like in your 
areas and in the activities in which you are involved. 

I am sure we will benefit and profit from the observations and 
comments you have made. 

I understand that some of the concerns that I asked the Secre- 
tary about have been expressed by members of this panel, that 
some of the new initiatives that are being suggested mi^t displace 
or take away from existing programs. 

I just want to express some assurance to the panel members that 
this Senator at least is supporting those programs that are very im- 
portant throughout the country, such as Chapter 1, but at the same 
time realizing the importance of emphasizme excellence in per- 
formance not only on the part of students and teachers but school 
managers, parents, who are b^[inning to realize, I think, more and 
more the importance of becoming involved in the education proc- 
ess. 

In the Head Start program in our State, for example, we had 
recent hearings that real^, I think, emphasized the importance of 
parental involvement as members of advisory committees and in 
other ways to try to make sure that this experience turns out to be 
a very constructive one for the students and the children who are 
mvolved. 

So at all levels, I don't see anything wrong with calling attention 
to the need of an extra dimension of excellence in our performance. 
And that to me is what the Educational Excellence Act is all about. 

To say that that is a negative influence in the process I think 
overlooks the fact that it is a small incremental additional request 
for authority to highlight the importance of excellence of perform- 
ance, that just getting by isn't good enough any longer. And I think 
as a matter of national policy we need to say that. The President 
needs to say that. The Secretary of Education needs to say that just 
muddling along, just getting by, just reading the textbook is not 
good enough. 

We need to be excellent if we are going to continue to provide 
leadership in this world of ours, to be competitive in the interna- 
tional marketplace. We are going to have to do a better job, and I 
think if we all feel that way, that we can do a better job and then 
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go about developing ways to achieve thp^t result, I think we are 
going to be better oii for it. 

So I have a very strong feeling coming from a family of educa- 
tors. My father is retired as the counly superintendent of public 
schools in Hinds County, Mississippi. My mother was a math teach- 
er. And BO growing up in that atmosphere, I have a feeling of sym- 
pathy and empathy for the problems of those who have devoted 
their lives and careers to education, to teaching, to giving really of 
themselves to others because the financial rewards aren't there, 
and I know that. They're better now than they were. But we still 
hav<% some way to go there too. 

But I think we can insist on excellence. I think we should. And 
80 I am hoping that there can be a new look maybe by some who 
are suggesting that to be in favor of excellence is to turn your back 
on Chapter 1 or Head Start. I don't believe that. I think we can 
increase the support for those important programs and still insist 
on excellence of peif ormancs among teachers, administrators, and 
students, and that our country deserves no less. 

Thank you, Mr. Chairman. 

Senator Pell. Thank you very much. 

Senator Simon. 

Senator Simon. Yes. J apologize to you, Mr. Chairman, and par- 
ticularly to Dr. Thomaf<, the witness from Illinois. I had the exhila- 
rating experience of suending one hour on a pla-iO on the runway 
this morning. That's raways a ^ /eat experience. 

Let me just make 'x comment or two. Excellence in our schools is 
a goal we must pursue. It is not going to be done with one bill or 
with a half a dozen bills, it is gohig to take all of us working to- 
gether. It's a mosfiic with a lot of pieces. And maybe the legislation 
that the administration has proposed is part of those pieces. 

It aJso means that we are ^.'oing to have to devote resources to 
education, and we shouldn't fool ourselves on that. 

The amendtrient that I introduced to the budget resolution, and I 
understand why people voted against it because an agreement had 
been entered into between the leaders of both parties and the 
President, but the amendment I introduced to take 1 percent of the 
defense budget, $3 billion, and put it over into education would 
have been about a 16 percent increase in education. My personal 
belief is 'Ai&i would have done more for the defense of this country 
than sprinding that money on more weaponry. 

I think one of the things that we are going to have to make a 
determination as a Nation. You all have to help those of us behind 
this table to identify what our priorities are. If excellence in educa- 
tion reaUy is a priority, then we need not only the l^islation that 
hafi been talked about here, but we are going to have to devote 
more resources to education at the Federal level, at the State level 
iu niiriois, and at the local level. 

Excellence can't be just a word out here that we pay lip service 
to. We are going to have to do the hard tough work that is needed. 

You mentioned, my colleague from Mississippi mentioned, that 
his mother was a teacher and his father was a teacher. The aver- 
age teacher in the United States teaches six and a half years. 

/' 
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I spoke to a group of bank executives in Chicago recently, and I 
asked how many of them were teachers at one point, and probably 
about one out of six hands was raised, many were former teachers. 

Teachers in Japan are paid approximately the same as lawyers, 
doctors, engineers. It should not surprise us that in Japan they are 
appealing to their most able young people to get into the field of 
teaching and staying there. Too often we are not doing that. 

I am sorry I missed all this testimony and all the wisdom from 
my colleagues too. But I did get somfi reading done on the plane. 
[Laughter.] 

Senator Simon. Thank you, Mr. Chairman. 

[The prepared statement of Senator Simon follows:] 

Prepared Statement of Senator Simon 

Mr, Chairman, I would like to welcome the Secretary of Education^ Larry Cava- 
soe, my colleague from Ohio, Senator Glenn and thia distinguiihed group of wit* 
neMes. Uook forward to their testimonies regarding the Educational Excellence Act 
and tiie Department of Education's initiative to reduce defaults in the Stafford Stu- 
dent Loan Program. 

, I would also like to welcome a fellow niinoisan, Dr. Charles Thomas. Dr. Thomas 
IS the Superintendent of the North Chicago Elementaty School District No. 64 and 
the current Chairman of the Federal Policy Commiasion for tiie American Associa- 
tion of School Administrators. He is also the past president of the National Associa- 
tion of Black Educators and a nationally recognized leader in education. I am very 
pleased to have him here today. 

This country was founded on the idea that we ought to try and develop the ftill 
potential of every one of our people. I believe we all share the dream that some day 
our educational qystem will provide the tools to enable every child to reach their 
full potentml. This dream is not fantasy. We have the tools, we have the committed 
educators, some of whom are here today, to realize the potential of our educational 
system. We have many existmg programs that work, but have suffered from severe 
undermnding. We should not discard provdn programs. I believe in the potential of 
the ensting educational qmtem and ask my colleagues to Join me in continuing to 
press for mcreased funding and improved curricula. 

I believe thatPresident Bush's education initiative is well-intended. I also believe 
that we have existing programs that are capable of achieving better results. We get 
^^f* ^« ''^illlnf to for. Preeident Bush has shown a sincere interest in edu- 
cation. We cannot, however, accept the Educational Assistance Act as the final word 
on educational reform. This is a first step, a platform for discussion. 

^ recognize Secretary Cavazos* efforts to roduce defaults in the 
Stafford Student Loan Program. The Secretary has shown that he is serious about 
wducing loan defaults. His aim, however, U sfightiy misdirected. To get at tiie root 
of the loan default problem, we must identify where the highest default costs are 
taklMf place rather than simply where the highest default rates exists. Redv-ing in- 
stitutional rates may not necessarily reduce our enormous default obligation. A Na- 
tional Student Loan Data System will help significantiy in fully understanding the 
lora problem and where the largest costs are occurring. 

SecretMy Cavazos has consulted with members ^Congress and leaders in the 
higher education communis in formulating these rules. T believe that he has in- 
cluded many of our suggestions. We still have work ahead, but I believe that these 
rules are a significant improvement over the departinent's previous efforts. We 
cannot, however, put this issue to rest just because we have made modest improve- 
ments. 

lam pleasMl to be part of this discussion regarding education. I want to thank the 
SeCTetary and all of the participants for taking the time to present their views. I 
look forward to our continuing efforts to improve the quality of our educational 
system. 

Senator Pell. Thank you very much indeed. And I thank the 
panel. 

We will now turn to panel number two and ask them if they 
would come forward: Dr. Calvin Burnett, Dr. James Flippin, Mr. 
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Frank Cammarata, Mr. Terry Johnson, Mr. David Irwin, and Mr. 
Herb D'Arcy. 

We are under some time pressure because of the caucuses. So 
again everybody will be limited to their five minutes. 

I think the last time we went {h>m left to right. This time we 
will go from right to left. By coincidence the man on the extreme 
right is f^m my home State of Rhode Island. 

¥relcome, Mr. D'Arcy. 

STATEMENT OF HERB D'ARCY, DIRECTOR OF FINANCIAL AID, 
PROVIDENCE COLLEGE, PROVIDENCE, RI, ON BEHALF OF NA- 
TIONAL ASSOCIATION OF STUDENT FINANCIAL AID ADMINIS- 
TRATORS 

Mr. D'Arcy. Thank you, Mr. Chairman. 

Mr. Chairman, members of the subcommittee, it is indeed a 
pleasure to appear before you and have the opportunity to discuss 
a number of legislative proposals which are considering that affect 
the student aid programs. 

I am here today in two capacities: first, as director of financial 
aid at Providence College, and second, as a representati'v^e of the 
National Association of Student Financial Aid Administrators. 

Given the time constraints^ we have submitted our written testi- 
mony for the record and I will try to comment briefly on two gen- 
eral issues, list the need analysis issues that NASFAA supi)ort8, 
and then try to cover two need analysis changes contained in S. 
668 which are of concern. 

First, allow me to commend Secretary Cavazos for his default re- 
duction initiative. We believe the Secretarv has been responsive to 
a number of critical issues raised by the education community, and 
the reaction of the majority of NASFAA members has been sup- 
I>ortive. 

There are concerns regarding some of the technical provisions 
and how they will be imi)lemented. But in general, we feel these 
regulations constitute a significant step forward in resolving the 
default problem. 

In Rhode Island, we have particular concern about the accuracy 
of the cohort default data. For example, Rhode Island College, a 
four-year public institution that enrolls large numbers of low- 
income and older students, is reported to have a 25 percent cohort 
default rate. Yet our Rhode Island higher education assistance au- 
thority indicates that their default rate is only 9 percent, and to 
the best of their ki;owledge has never exceeded 11. So we are very 
concerned about these inconsistencies and the implications that 
they have and the potential embarrassment for some of the schools 
in Rhode Island. 

The second general issue is the Educational Act of 1989, which 
includes the educational objectives of the Bush administration. We 
generally support all of these initiatives, but have some concern re- 
garding the exclusion of need in the criteria for the proposed iia- 
tional science scholars program. Until there are sufficient need- 
based fUnds for all eligible students, it would be best to direct new 
resources towatxl needy students who are enrolled in appropriate 
science programs. 
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I would direct the remainder of my comments to the need analy- 
sis formula changes that are contauied in S. 568. Because of the 
limited time, I will simply list the six issues detailed in our written 
testimony which NASFAA supports and feels are important to 
insure that the system operates correctly and with improved effi- 
ciency. 

They are: (1) The change in the independent student definition; 
(2) the adijufltment to the number of family members in postsecond- 
ary education; (3) the reduced taxation of student earnings from 70 
to 60 percent; (4) reinstating aid offices' discretion for Pell Grants; 
(5) the standardized treatment of veterans' benefits, and (6) the 
treatment of award-yeai work-study earnings. 

As I mentioned, there are two issues addressed in S. 668 for 
which NASFAA is not recommending change at this time. 

First, the Senate bill includes a provision to address the potential 
inclusion of income earned during the base year as an asset for 
purposes of determining the need m the Title IV programs. While 
we recognize the problem and appreciate the attempt to address it, 
we do not believe it can be solved with the proposed legislative lan- 
guage. The actual language in the bill, if implemented, could have 
unintended consequences. Other, less complicated and less costly 
solutions may be available. 

Second, the Senate bill excludes the principal place of residence, 
family farm and family-owned and managed small business from 
asset consideration in all Title IV programs for families whose ad- 
justed groea income is less than or equal to $80,000. NASFAA be- 
lieves the Congress should very careftilly evaluate the effects upon 
famuies witl-i differing financial circumstances before automatical- 
ly eliminati ig categories of assets from the need analysis for the 
Title IV programs. 

While we recognize that this is a particularly sensitive issue fre- 
quently voiced by constituents, we believe that change should be 
made only after the redistribution effects and the cost implications 
have been thoroughly studied. 

Currently, NASFAA and other representatives from the postsec- 
ondanr education community are attempting to examine a number 
oi other approaches that will, hopefiilly, provide an equitable yet 
more publicly acceptable solution to the treatment of assets in the 
assessment of the ability to pay. 

While this work is far from complete, it is an issue that is cur- 
rently being examined in preparation for the forthcoming reau- 
thorization, and we will be happy to share the results of these stud- 
ies with you in hopes that we can achieve a simpler and more bal- 
anced solution. 

Before concluding, I would like to make one additional comment. 
The development of the needs analysis and delivery systems is well 
under way for the 1990-91 award year. Therefore, changes made at 
this point could c«use serious disruption in services to students and 
institutiotia. It is not inappropriate, however, to adopt these 
changM now so that they can be implemented for the 1991-92 
amwe±ymr. It is important tfr ertablidi a tfanetaUe or schedule of 
Tsviflfw that will aUow chamea to oocnr in ji timtly way that will 
not «snipt the txtrenely complex lo«iiti» involved in the delivmy 
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In closing, let me express my sincere appreciation for the contin- 
ued support and genuine interest of this subcoromittee in the edu- 
cational needs of our citizens. Again, I appreciate the opportunity 
to appear before you todajr to discuss these issues, and I would be 
happy to answer any questions that you might have. 

Plie prepared statement of Mr. D'Arcy (with an "Application for 
Federal Student Aid" form attached) follows:] 
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didiioa to codify ia law ika actaal aaai aaalyiU fisflaolii uiid lo demtaa aoc oaly a mdeat*! 
ali|ibUiiy fbr d» Ml Gam Pkofnao, bat alio ifaoaa fbnaalai wldcb oaM be aied lo avaluan a ndaat'i 
fiaiadal aaed fo tha OHtBof-biaid lad Stafftid Loaa nmmiii Tha d^ffifion lo codify ia dMdl both 
BMdwdolofjtoi wai prinaaily ia VNpoaia to two imai* Iba tint wai lo iaipoit Umitatioai oa tfaa 
UBHRBaai Oi DOUcanoK mq maiaammioa oniciaii wao nao ■■oipMa ai iDoauy of matpaun na 
MH Gnnt ftxnalai flbr tbdr owa tad^Btvy or policy (oils put lavaiil yaaitt Tha noood was 

to plioa dM atiPOBilbiHty ftar dnwiwiidaf dn Haoufit of fbdnl mdiat Miiitinoc that a itudiot noalvM 
dinctiy uadir sa coattoi of tfai alaciwi DiMftbwi of thi Oubumi wIm) hava tfao layoasibiHty for 
dUMiiuiday both tfai uwounii of Dooay f*p****f*^ aaauiUy fbr thiaa ptofnmii lad tha typn sad 
chnciviitlcs of ftniiHw aad itudftfj xAo ih^* Jd asciiva nch urimnoa. 

IMer this aew itncam, fhi sctaal la^oatibiiity flor devolopiof and audifyiai the neod aaslyiis 
ftanaulai osad to dimibuta Tide IV aid has beea placad dinctiy aadv dM cobbqI of the Hoosa aad 
Scans adu c i ri o fl suihuiidag coaoasissaSi with saaoal cfiiiianii sdvioSi sad wyoBWMiidirinni by tlM 
Nadoaal Advlioiy CoiiiiJiisa oa Hnalsai Piaaadsl Assiitsttoa. NASFAA ooamads tha Snbfwiuiizsa 
he iadodtai praviiloas ia S J6I, ss waU as ia S^7, to addnsi tUi ta^wnribiliy. We m ptoassd 
thtt Ouu^an is tsUa^ itsps tc laviaw sad itwialay dM aaad lasiyiis qmiiIi sad to aataas dua asadsd 
rhsayi sas s ii a c tsd ia doialy basis to kasp dv lyiMU seaaidva Md laspoasiva to tha aaads of mirtaatii 

NASFAA baUa*^ dwa is sa hwpcwtsat sad pnsiiaf and to isha acdoa oa tschaicsl sfaaodnsats to ths 
aaed saal^ m e rit odolo gi a s , Wa baUevs dM cfasages ws aia ncommeadiaf woold faaprove ths 
alBcisafy of dn imthodolofiss sad would aason diat dM syiMa r; astss oouacdy aad ^propiiaisly* 
Siacs most of diese issaes an addrsissd in S.S68 aad wws also oocitsiaBd in S^7 sad IiR.49S6 last 
yasr, wa beUavs diat dm is a tBoag coaseasui diat dissa chsagss aie oaadad. Most wars iJio 
laooHai i an dsd ^ iha Advisoqr rnmmittwi on Studant naandsl Asaistsaoa as aesded chaafss. 

I woold Uka » ofhr brief oonHaaata oa fhs six issoat co which NASFAA is laoooBDeadiAc chsafss. I 
will also oonaneat on d» two addisioosl pmvlsions sririitusart ia S,S68 fbr which NASFAA is not 
laconaaaodiag modiflcadaos at ffawf 

f iw^jm ytiNir anwWt rwfl ijijpfl fbit Utue oonccni dia independeat studeat deflnidnn, We beUeva 
disc most would s|iae d»t dds deflnidoo needs srirtirinnal laflaement The mnrtificatioas ^t^ir^wi ia 
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SM wouU fo te ia tddmiiiii mot at the problems ifaiK have bm uocoveied k tbe in»]eimauk» 
of tbe currooi itatmoiy definitkm. 

neoo^tattlon of pntfttfaering icud»ti cmidotd to be indepeadeat under the muutovy definidon 
aad modiMiii die yean for which lelf-nffideocy nmst be demomtrated «m help to linmUfy the 
ynictweCdie ipiate^ fonn dmby laakini it eaikr to coo^leie, a foal that we keorw U lopported 
ey yow oooBttttee. Hie cuxeat itatute provides duu d» demonstnuiOQ of aelf'Sufflcieney is ded to die 
two calendar yean peeoediAf die award year in which die iddal a^ lUs has die 

^!tr^^^^^^^ Incrtasing die number of (loesdoot wMch must be included oo die student 
M appUcadoo. dmby iscreasiai die difficulty students have in conplednt it The 1990-91 draft 
^pUodoo foe Mcnl Student Aid (AFSA). which was distributed by die Depaitment fbr comment in 
ear^ February, clearly iUustiaiea die complexity and unnecessary addidonal queadoos diat must be 
iadoded to accoosDOdale die cuntot definidon. A copy of die lint paie of die draft AFSA U appended 
to our tottimooy tor yoor review. 

The exclusioB of student aid from die $4,000 lesouice dueshold avoids leclasaifylng numben of 
otewiae dq^eodent snidnts u independent (particulariy at high cost insdtudons) oo die basis of die 
receipt of student akL lUi chanfe wiU help to place aU students, whedier aki redpieots or noo-aid 
iteipknts, on equal foodog widi regard to demonstiadng aelf-suffldMcy. 

h addition to diese chaofes, NASFAA believes diat one addidonal change U also necessary. We believe 
ttatpduaie/kxofbssional students should be exen^t from declaring duu diey wiU noe be cUlmed u a 
dependent Tht tequiiement diat paduaie students not be claimed u exempdons sddf quesdons to die 
appUcadon fm widiout significaady changing die number of odierwise dependtot students who would 
bemsUned indmndeat Data Ccom die Odtege Scholarship Service (CSS) and dto American 
Testin g ftogr am (ACI) suggest diat a very smaU percentage of dieir fUen are graduate studena who 
would become inri cye n d mt based on dds change. Hiese stadsdcs do not lepteaent die programs as a 
wtote, but do iiovide aa indicadon of die effect of die change oo a pardon of die popuUdoo. We 

32S^KS^*,Sif^ ^i^^ "S",*'"^^ cany out die policy goal dist Ooogitss intended 
when this definidon wu otodified during the last Reauthcrizadon. 

Nmber of Fnnilv Mwti>wt in iwf>^>«nriy > ffllimtlfm amod issue relates to die number of 
^ ^ number in poetseoondary educadon for puipoaes of calculadoo of die 
jN^ected AmUy cooedbudon. Hie Senate peorvision requires diat to be Inducted in dUs number for all 
Thle IV ptognms. parents and die student^s ^louse must be earoUed in a degree or ccrdflcato piognm. 

tUs issue U particularly important as it relates to die Congressional Mediodology because die parental 
coonibudon (tor dqiendem students) and famLU concribudoo (for independent students) U divided by d» 
Bumbw in postseooodaiy educadon, dius significandy reducing die expected famUy coctribudon when 
mdianoMfamUy member UemoUed. While Uiis U an appropriate adjustment for ftaUy mem^ 
who are seeldng degrees or ccrdflcaies, U U not appropriate for individuals who are simply uldnc 
penonal enrichment or recreadonal classes. * 

For die Pell Grant Ptogiam, a slidini peicenuge is used ba» . upon die number in postsecondarv 
S^l?^^^ die impact off non^grec/cenificate seeking HmUy memben U kwrignlficant under 
die PtU Grant formula, it sdU can result in an inappropriate tp juctioo of die famUy contribudoo. 
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We nppoR Jib UiifM|;e lo the Seaaie bOL TUi would mm ftir ud equltible Mtineiit ot lU 
nadMit, ot d» itudcm lid protrem for wUcb d»y we eligible and xtgndkii of whn in dieir 

luUy ii aan^ poioeeoiidiiy educadoo if diey an ia ftct punidai « lefidnate. mopixed defiee or 

Tiinilnn nf ffmwhint fftnimi Binrinn The ddidiaiuanlatea to die taxadoa or dependent 

•VBiaii onder did OooirMiioQal Medwdolofy. The SeiMte bm indtidet laoguaio nodiiyiog die oiment 

70 penxm aaeeomeot M lo oot leu diao SOpooem. 

TPirimotrfali bom numerous studemi ttom actPM dM aadoa wgfeit diat the cuneat taxation taie ii too 
atriniBot NASFAA ooocun widi dM studenti aod tliui tuppnm die Seaaio languafe. lUi ii alao aa 
item for which NASFAA tDcmben have leponed maUoi muaeroui Kyustmeoti usini profiDtiioaal 
Jodpneot amfaori^. ia ordor to ettaUiih man leaiooable expected cootribudooa ftom dieir ttudeota' 
eaaiagi, 

NASFAA oondnuee to believe dua aa uaderiyiai principle ot need aaalyaii ii diat itudeau should 
coaaihtite to didr poatvcoadaiy educadoo to die exMt diey caa. EitabUihiai « m^ohnum oootribudon 
•VPOfta ddi oooc^ and also lecognisM duu students have cenain expenses aisoriited widi their Jobs. 
Tbeie aie alio dicuasstanoei under which individual students or groupa ot students do not have die same 
level ot Job-itlaied txpwn and may be able to contribute moie dian die SO percent minhmim to d»ir 
educadon. This raodiflcadon, however, would provide aid admialstiatars widi flexibility in deiemdnlni 
die assessment rate, when adilusttnents are appiopriatt. 

FiMiiriai Aid AHmtniHf mr ni.g^ xho fotmfa matter relates to die statutocy audiority provided to 
finandtl aid ndministretGn to make necessary e41ustmettu in cost ot ■HjHutaiw^ Qg expected family 
oontribudon figures based i^on documeatable special dicamstances. The Senate bill rdnstates 
professional judgawit audioniy for the Pell Qiant ftopam diat was neciaded in die rY-89 
LabogfHHS/ B d uc adon appropnadons measure. In addidon, fhe bill specifies three examples ot an 
app!0{)ciaie professional Judgment cimmstance, dioee being adljustmeau for independe n t students widi 
d^eodents. Kyusttients for disloraind worioers, and adjustments for displaoed homemakers. 

NASFAA suppom die language identifying appropriate acQustmena. NASFAA also suppora die prento 
behind die reinstatement of diis authority fbr die 1989-90 award year. However, given die potential 
tindBg of enactment of diia provision, we are not certain that it is a necessary change to make at this 
point in time. Since die D^artment of Education has procedures in place for die 1989-90 award year to 
deal widi special drcumstancea for the Pell Orint Program, a&l since die repeal of dtis audiority was 
only for die 1989-90 award year, we believe tiiat any change at dtis time would create additional and 
unneoessaiy oonfiision on die part of students and aid adntinistratork However, we slnoerBly hope dui 
dtis Subcommitiee will continue to dissuade die Appropriations Committee from making any such 
changes in dtis area in die funire widiout die concurrence of die Audwriiting Committee. 



We believe diat die reason phifeiskxial Judgment audiority wu rescinded for die Ftll Grant Program wu 
br.jcd upon die unsubstantiated estimate of cotu u s o c iated wldi dtis audwrity diat wu ftdvanced by dw 
Ec atioo Department We believe dut dw Department usumed duu aid adminlstnton woukl only use 
dtis audiority to make more students more eligible. In reality, in discussing dtis matter widi financial aid 
adntinistraion, we wouki observe diat most of diem are not only using dtis audio.tty only la 
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NASFAA BMLxMiai tfait than wUl be bo, or certainly oJaiiBil. coet Mvion cedlnd by tfali dume. In 

hct, (kM u pm of ifae ncem Title IV Qoility Cboinl Studie* (1^ 

omwtebniai nuuber of diicntiaaMy cbufn letulMl in a BdiuiaB of need, and tbenfon. awaidi 

fr -?^ fr'^ 5~Vi? »*^**" «he^S«r«atuir^NASF^u£v^ the 
a, of aid admlaiiiniar>i diacretin wlU not leiult in aay il|BiflcaBt cfaann ia pnanm ooMi. due to te 
•bUqr or aid admiDiintt. to leview and aiVutt awaria do^^mTuw^u ^I^SZZiiJr 

jjlMM JitotfOMLteatftt The fifth iswe coocmi the mimeitt of vemuu fftunrioml beaefitt. 

^ veieniii educatkmil bwefiti lo be included in the '*nT'*»**niHTm at 
aeedteaUlUelViiDiiBmi. ThU modificadoa would itaadiniiie tt^^ 
iinntoAf iovened by Such an «p«x)«;h would 

ttopl^y d» cumm ftrwuiHnte d Hfadditrative piooedau which leiuh hi poiemial inoonditsot Hmmh^, 
ofitadeMwhoieoeivetfaeiebeaeAi. NASFAA mppom ddi cfaaaie. 

'ntt.ttTffnt hftui Yar Wfldr-Snidv p»nAnp ibe lUdi iim leUuet u> die htttmem oT oeed-biied 
Midap durittf d» iwtfd year. The piovition hi die Seoaie bm clarifies dm wheo la^ 
bMd csi^oyiBeBt (iaelodhii noo-wafc-MxhF or bodi) U hi exceti of the student'i need by am dian 
$20a ooodjioed enph^rmeat aiay aot be lubddiied widi wocfc-ioxfy fiiadi. Cinitady. die itaoue 
provides Oat aU iacome, whedier aeed-baaed or ooa<need4»ied, niw be cooiideml hi i^Hhi ddi 
dtttimhiadoo* TTils modi fka rioa is neceesary lo acknowledie d» uae oT base year iacoMiadie 
ZP^F?"^ Mediodology aoalytis and to cMfy diat ooly aeed-based eomloynttat muit be moaitand 
fbr CoUeie-Woffc Study employeea. NASFAA supports dils chdflcadoo. ««^w«ow«w 

As l meotio aed previously, d:en an two addidooal Issues addressed hi S.S6S lor which NASFAA aoc 
ref<w iieii d in | chanfei at diis dme. Tliese provisfcxu relate to die double couathti of hicome hi asset 
ooiqmtt^ and to dM treaaaeat of aoo-Uquid assets. NASFAA believes Uuu diese Issues should be 
deaUwidihidiecoBtextof dieaextReaudiorixadoa. wyu» oo 

DoMbte Oounring nf rnrnm^ jp ? , [m\M m The Scnatt bill hKludes a pcovision lo address d» 
P««W iacluskxi of iacooe earned durinf die base year u an usee for puiposcs of detennhdai oeed 
nrae'ndelVpiofnms. While we recomize die wobkm and anpttdatii tha >«wmi> ftjjjfi ttt \t we 

^iSfiS^rilSSl^Jr^'^M^ Tlieitttosllaniuaiehicluded 
to die bill, if hnplemeattd, could ha « uahtteaded coosrqueaoes. tohereody benefitdnt studenu who did 
aoc accunndaie stvhi|s fiom their be ie year eandngs. The proper ideodficadoo of die itudeats affected 
bythis probleai, accmte detemdnadun of die source of a student's savhip. and appropriate treaaaent of 
diese cases U very difficult widiout addhi| addidooal quesdons to die applicadon toa This sltuadoo 
may best be addressed by die financial aid adndnistrator's aWHty to make adjusanenu when wamnted. 
WWio retumiAf to tht pracHce of using esdmated year income hi die student coomutation is certahilv du 
easiest way to address diis problem, it is probably not a sohidon diat can be adopted widvout sitnificant 
cost isq)Ucations. ^ 
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TrfiBim Vt Noo-^gnM Ait«« The SeoftlB Mil exdudM the piadptl pboe oT ratideaoo, Ouoily fmo, 
■od family-owned ind nMt|od mil boiiaeif ftom met oouklentiiMii ia all Tltto IV pio^wna for 
fMonUlei whoie «yafied froei inoone ii leu than or equal to $30JX0, 

KA8PAA beUevet the Cooiieei riwuld carefully evthiaia the effocta upon familiei whh difMit| 
ftnandal dRnimacaaoee befoce a ut o m a t i caU y eUoiliiadiii Ciie|oriei oif aseen from the need analyi^ far 
the IMe IV prafwaa. While ^ noopAaa itiat ddi ii a pvticulariy aeofltlve isiue fteqneotly voked by 
c ww i i ue nti, we heUeVe that chanioa ihould be mide otuy after the tediatiibotkmal eAecti and oott 
itnpHcariona have been thoroughly nudied Qneotly, NASFAA and other tepmeotadvet frooi die 
p oe ta e con d g y educadoo ooaBnmlty are attempdng to eauuslne a number of odier i^pioichei dial will 
faopeftdly provide an equitable yet more pubUcally aoc^uMe aoludoo to the treatment of aiaeta In die 
aa i eiront of abOlty lo pay. One altemadve to piovlde aome fimher aeoiidvity to die progremi would 
be 10 exclude wioui pereeatafei of non-Uquid family-owned aiaeti under a foRnuU which ttlaiea to 
income. Odier ap piot chci would be to adQust the cuntnt pmection allowances, or to Impute aaaet kvelt 
Ibr dilftrent tadliei in ilmilar drcumgoncet. While diia woric ii fiur torn oompiete, it is an luue diat 
ia cunendy being examined in prependoo for die focdioomiag ReaudioritfHaa. We win be happy to 
afaare die resulta of dieae fTranrinarkwi widi you ia hopea diat we can nddeve n sinvler and more 
frfl^iflf td solution* 

Before oondudiag, I would like to make one addidooal comn^nt regaiding die dming of diese changes. 
The devtlopOQent of die need analysis and delivery systems is well undefway for die 1990-91 award year, 
tbettfare, dianges made at diis pout could cause serious disruption In services to students and 
I nsd iu do n s. It is not Inapproprlaie, however, to adopt diese changes now so diat diey can be 
Impkwntwl for die 1991-92 award year. 

To usist In die regular evaluation and updating of die need analysis methodologies, NASFAA wouki 
recommend die establishment of an anntial schedule for review. A significant amount of advance notice 
Is necetsaiy doe to die c ompli cat ed process. Itaefore, It is our suggestion duu recommended changes 
be reviewed annually during die period May duough August and enacted early in the fall, such u by die 
cad of die fiscal year. Under dds schedule, changes diat an to be made for die 1991-92 award year 
woukl be reviewed during die late spring and summer of 1989, and wouU be enacted not later dian 
September 30, 1989. Such a schedule would dierefore eaabte the Department of Education and odien 
Involved In die delivery of shident akl doUan to make die necessary acQusnnents In a timely ounner. 

In ckMlng. let me e^^ress our sincere appreciation for die continued luppon and genuine iamest of dds 
Subcommittee in the educational needs of our citixeoi. Again, I aj^neciate die opportunity to appear 
before you today to discuss Uiese in^ortant issues. I woukl be happy to answer any questions you may 
have. 
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Senator Pell. Thank you very much indeed. M you may have 
heard, Secretary Cavazoe spoke to the problem you mentioned 
about the statistics, and he gave us the assurance that the rela- 
tions would not be put into effect until there had been a reexam- 
ination of the database. 

Mr. Irwin. 

STATEMENT OF DAVID M. IRWIN, PRESIDENT, WASHINGTON 
FRIENDS OF HIGHER EDUCATION, SEATTLE, WA, ON BEHALF 
OF NATIONAL ASSOCIATION OF INDEPENDENT COLLEGES AND 
UNIVERSITIES 

Mr. Irwin. Thank you very much, Mr. Chairman. 

My name is Dave Irwin, and I am from the State of Washington. 
I am president of the Private College Association. Mr. Chairman, I 
have written comments that I would like to have incorporated into 
tile record, with your permission. 

It is always a pleasure to appear in {h)nt of you, Mr. Chairman, 
and I enjoyed serving with you on the National Commission on 
Student Financial Assistance. I was a U.S. Senate appointment a 
few years ago when we worked on the reauthorization act, and had 
a great opportunity to work with your fine staff. So I really appre- 

I am here to talk about some issues, and I am sitting here think- 
ing to myself, wouldn't you know that I am going to have the oppo- 
site view from the man firom Rhode Island about the issue of home 
equity. But I do want to talk about a couple of issues that we see 
that might be improved on in S. 696. And a lot of those come from 
your S. 568, which was the default bill. 

And I encourage you and thank you for doing that default bill 
because I think it was your bill that probabljr forced some real 
action on the part of the Secretary. That is very important. 

I think that we in the West are very happv to see the spirit of 
cooperation that is raflected here in the U.S. Senate by Senator 
Pell and Senator Kassebaum introducing this bill. It is a good initi- 
ative for the "Education" President, President Bush, and we are 
quite encouraged by that movement. 

One of the things that I did want to point out in our sector of 
highei educfltion, we have around 2.6 million students in the pri- 
vate sector higher education in the State of Washington— or in 
the United States. In the State of Washington we have about 
40,000. And it is the circumstance that right now today we receive 
from Pell Grants, SCOG, about $1,186 million. But in addition to 
that, we also spend $8 billion of our owi> resources, of our own dol- 
lars, on needy students, investing in them, investing in their fliture 
that they have at our colleges and universities. I wanted to point 
that out because, I think, tliat is a migor investment on the part of 
the private sector. 

Tn addition to that, the migor issues that we would like to see 
included are some of the issues that you talked about in your origi- 
nal bill, S. 568. We would really like to see the inclusion of home 
equity for students and parents whose AGI is around $80,000. Out 
West we fee' pretty particularly acute about that issue, particular- 
ly as far as tarm kids are concerned. 
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In our State, althouffh you know us for our edrplBmii, our inqjor 
economic impact is stiU wheat, trees, and applee. So we are verj' 
concerned about the ability of farm children to be able to attend 
college and take into consideration their home equities and their 
farm investments. And that is not done right now, and we have 
been very concerned about that in our State particularly. And, I 
think, throughout the Midwest and most of the West that is an 
issue. 

So the other thing we were thinking about on the $80,000 AGI, 
we were thinking that a lot of families, particularly farm families, 
have a couple of Kids in collie at the same time. So we might sug- 
gest that perhaps you might, if you are willing to look atthis, you 
might be able to add another 10 percent, or a $83,000 AGI for a 
parent that might have two children in school as far as the AGI 
requirement is concerned. 

We are also, on the St'^ord Loan, encouraging the removal Oi 
nonliquid assets from the Stafford Loan Program, we feel that that 
program has not helped middle-income stuacnts at this point. The 
need-based guaranteed student loan isn't dok e that. And we feel 
that if you include some of the middle class hack into that pro- 

Sram, you might in the out years significantly reduce the current 
efault rates. 

As far as the Secretary's default program is concerned, we are 
very supportive and encouraged by the Secretaiys default pro- 
gram. But in our sector of education we think there is a real qual- 
ity issue involved here, and that quality issue is that we feel that 
anybody that receives student aid cught to at least have a GED or 
high school diploma. It only makes sense to us that we encourage 
people to accomplish high school, with the big drop-out rates that 
we have in this country— 25 percent of the kios in the Nation drop 
out of school. 

We have to have some drive to keep those young people in school 
and one of them we suggest might oe the fact that they should 
have at least a GEO or some kindof a high school diploma in order 
to receive Federal funds. I think it would help quaUty, and we 
think it would help quality dramatically. 

On another subject, Mr. Chairman, I wanted to mention a couple 
of other concerns that we have. One of them deals with the Kenne- 
dy bill. A lot of us throughout the country have passed savings 
bonds programs. Th^ encourage through the sale of bonds, forced 
savings bonds. The State of Washington, the State of Illinois, the 
State of Rhode Island, many of us have these kinds of programs. 

The difference between our bills in the States and the bill that is 
passed in the U.S. Senate by the (Congress, Sena<X)r Kennedy's bill, 
which we really appreciate him doing because it is a real encour- 
agement to savings, is the fact that we have an exclusion of $25,000 
out of the needs analysis system, which encourages people to save. 
It doesn't make any sense m our mind to have someone save to go 
to college or save for their children and then penalize them for the 
dollars that were saved. 

So we are suggesting that perhaps the Senate and the House 
might take a look at the possibility of putting those in line with so 
many of the State prognuns and include that $25,000 hold-harm- 
less, as far as the saving programs are concerned. 
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I know that most of our States, v/e modeled our programi I think, 
after the State of IllinoiSi and they have that in their prograxnB, I 
know Rhode Island does. I thirJc there are about 13 States that 
have that kind of language in their programs. 

Finally, in closing, I did wont to mention another concern that 
we have, and that is, filling out the FAF. We see happening more 
and more throughout this Nation that the parent of the student is 
not filling out the FAF, someone else is being hired to do that. And 
we feel that if someone else is filling out that financial aid form, 
then it ought to be that person that puts their name on the form 
along with the student or the parent that is signing the form. 

We feel that it is very similar to the Internal Revenue Service 
recommendation that if a CPA fills out your tax return, then they 
should sign it. Wd feel that at least then if there is something 
wrong with that form, we will be able to identify the person that 
filled the form out and be able to measure how big an abuse this 
might potentially be. 

hi closing, I want to thank you for your leadership on this com- 
mittee and for your introduction of S. 695. 1 think it's terrific and 
it's a good, start. Thank you so much. 

Senator Simon [presiding]. We thank you, Mr. Irwin. 

[The prepared statement of Mr. Irwin follows:] 
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PREPARED STATEMENT OF DAVID M. IRWIN ON BEHALF OF 
THE NATIONAL ASSOCIATION OF MDEPENDSVT 
COU.EQES AND UNIVERSfTIES 

Mr* CbalxBan, and mm^rm of tho Coaslttoos 

Z u David irvin, pratldant of tho WaBhington Frianda of 
Highar Bduoatlon, tha aaaooiation rapraaanting indapandant 
oollagaa and univarsitiaa in tha atata of Vaahington. Z aa 
particAilarly intaraatad in tha iaauaa baing diaouaaad today i and 
hava had tha plaaaura to aarva with you Hi'. Chairaan on tha 
National Coaaiaaion on Studant rinanoial Aaaiatanoa, and vorfc with 
your f ina ataff aa va praparad for tha laat raauthoriiation. 

Z aa hara today to taatify on bahalf of tha national 
Aaaooiation of Indapandant Collagaa and Univaraitiaa (NAICU) • 
KAIca ia an organiiation of aora than 930 indapandant oollagaa and 
tmivaraitiaa aoroaa tha country, aarving aora than a. 6 aillion 
atudanta. KAZCO ia awara that thia ooaaittaa haa aany iatportant 
iaauaa to addraaa at thia haaring, tharafora, Z would lika to 
aaphaaisa two araaa of oonoamt changaa naoaaaary in tha analyaia 
of a atudant'a naad for fadaral atudant aid to allow worlcing 
Aaarioana with a aodaat inooaa to qualify for aaaiatanoa i and tha 
futura and intagrity of tha atafford Loan prograa. 

Ky oollaaguaa on thia and tha pravioua panal ara addraaaing 
aany aapaota of Ptaaidant Buah'a aduoa^ion initiativaa, aa 
introduoad by you, nr. chairaan, in a bipartiaan apirit with 
SanatoT icaaaabaua. KAZCD*a aaabara ara anoouragad by tha 
Praaidant^a daaira to baooaa tha **sduoation Fraaidant,<* and wa 
of far our aupport in that affort. 8. 695 ia a good atart toward 
aohiaving th^^t goal, although wa wara diaappointad that tha 
Praaidant had not propoaad budgatary inoraaaaa for tha fadaral 
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■tudant aid prograMs that hava baan provan to vork in aarving 
naady atudanta, aapaoially tha grant prograaa — Pall, 
Supplamantal Educational opportunity Cranta (8206) , and fltata 
Studant znoantiva Oranta (88X0) . Wa auat oontinua to vork toward 
our oonon goal of atrangthaning aduoation in this country, and 
providing atudanta vith accaaa to our collagaa and univaraitiaa. 
Va hopa that tha changaa va raoonand in this taatiaony could ba 
uaad to a»and and atrangthan 8. 695. 

Saoh yaar, tha atudant aid ayataa dalivara billiona of 
dollara of fadaral, atata and inatitutional aid to aiXliona of 
atudanta, opaning tha door to opportunity. Tha array of prograBa 
you hava baan ao inatnmantal in aatabliahing arr critical to tha 
atudanta va aarva. Mora than half of all full-tisa undargfaduataa 
vho attand indapandant collagaa qualify for aoma typa of fadaral, 
naad-baaad financial aaaiatanoa. rroa a combination of Pall 
Oranta, 8E0O, and Collaga Wor)c-8tudy (Clf8) , atudanta attanding 
indapandant collagaa in 1988-89 raoaivad an aatiaatad total of 
$1,188 billion . 

In addition, indapandant collagaa and univar^itiaa provida a 
aignificant aaount of atudent financial aaaiatanca to naady 
atudanta froa thair own raaouroaa. from 1980 to 1987, indapandant 
collagaa incraaaad thair atudant aid budgata for undargraduata 
atudanta from $939 million to $a.335 billion, an incraaaa of 149 
parcant. Today, that f igura ia appswimataly $3 billion. Zt ia 
on bahalf of thaaa naady atudanta in my atata and tha nation that 
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2 app«al to you today* ir« Mod to inoroaoo opportunitioo for 
studonts vhoso full loo HaXia a aodost incoao so that thoy amy 
attond tha oollaga or univarsity that haat sarvas thair naada and 
aapirationa. Va hava aona raoosaandationa on how to aohiava that 
axpanaion of opportunity. 

My oollaaguaa from tha national Aaaooiation of Studant 
Financial Aid Adainiatratora (NASFAA) hava addraaaad aoaa of tha 
taohnioal ohangaa naadad in tha analyaia, and va agraa with thaa 
on aavaral points* Wa agraa with NAfiFAA*8 raooaaandationa that 
voulds tightan tha indapandant studant daf inition to oloaa tha 
loopholaa and siaplify tha application prooassi inoluda tha 
parant'a sduoation axpansas in tha analysis of tha atudant'a naad 
only .han paranta ara tnrollad in a dagraa prograay lovar tha 
dapandant studant inooaa assassaant rata froa 70 to so parcanty 
and atandardisa tha traataant of vatarMs banafita* Until wa all 
hava a ohanoa to raviaw, disoussr and partioip&ta in tha 
raauthorisation of tha Kighar Sduoation Aot, thaaa ara iaportan^ 
intaria changaa for tha lddl«92 aoadaaio yaar* Va will hava worm 
axtanaiva propoaala on tha atudant aid prograas to offar at that 
tJaa. 

Tha araa of grsataat intarast to us, howavar, involvaa 
ohangaa in tha traataant of aaaata auoh aa hoaaa, faaily faraa, 
and saall tousinaaaaa. 6« 968, aa paaaad by tha Sanata, aakaa aoaa 
vary naoaaaary ohangas, hut doaa not go far anough« Mr. Chairaan, 
wa applaud thia ooaaittaa'a attaapt to anaura that acaroa fadaral 
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aollara mv% dlr«ot«d to atudsnts who M«d h^lp with sohoel 
•)cpM«««. Aawioan fMilias ars bsing panalizad by inoraaalng 
hoa« valu«s« •ffaotivaly •llmlnatlng Huny of thoa tram •ligibillty 
for fadaral aid prograaa. Moauaa thay ar« pursuing th« Aaarioan 
draam of hoBa ovnarahip, thay ara daniad fadaral aaaiatanoa to 
halp thair ohildran puraua highar aduoation. Ha hav* baan 
tracking a diatvrbing atata-by-atata trand in tha Pall Grant 
prograsi vhioh va think aay ba a diraet raault of tba inoluaion of 
hoaa aquity in tha atudant aid formula. Svan though Pall qrant 
appropriations hava inoraaaad aora than 89 paroant froa FY 1982 to 
py 1969, aany atudanta hava loat Psll Grant aligibility. A 
atudant froa a aingla-parant faaily# whara tha aothar aama 
$16|000 par ysar and raoaivaa $92 par vsak in child support, is 
only aligibla for a $250 Psll Grant. Zf that saaa parant had 
$35,000 aquity in a aodast hoaa, har ohild would not ba aligibla 
for any Pall Grant. Wa do not baliava that faailiaa ahould hava 
to ohooaa batwaan tha aaourity of owning a hoaa and sanding 
ohildran to oollaga. 

» Soaa would argua that hoaa ownarahip shows financial 
strangth. Yat, tha aaaa parant I hava just daacribad could not 
avan afford to borrow against tha aquity in har hoaa* Booaing 
raal aatata valuas hava aada aany faailiaa incraaaingly "hoaa 
rich" and "cash poor." Hoaa aquity loans ara not an anawar for 
aany* Zn aoaa atataa, auch aa Taxaa, thay ara prohibitad by 
law. 
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fnillM just to not havtt thm oashi upsoially if thmy Mm 
telQW $30,000 adjuBt^a gross InooM (AOX) , to rspay • losn at 
ounsAt Intsrsst ratoa. Wo support tho Isiuto position that hoas, 
farm, and ssall businsss squity should not prscluds a young psrson 
vith a fsaily inoons of $30,000 MX or loss froa rscsiving fsdsral 
assistancs, but vo also think that sllaination of thsss non^-liquid 
assats should bs axtsndsd to studsnts froai aiddls-lnooaa faailiss 
for Stafford aliglbility. This ohangs oould also havs a 
positivs iq^ct on raducing futurs dsfault ratss. 

Vhsas saaa faailias and othsrs who havs aodsst asssts vould 
vslooaa ths opportunity to borrow through ths atafford Loan 
prograa. By aliainating hoM, far», and aaall buainass squity 
froa ths oaloulation for studsnt loan aliglbility, and ratuming 
to an aliglbility datamination basad on inooaa, you would again 
aaka highar aduoation financing availabla to many dassrving youkg 
psopla froa faailias of aodast aaana. 

Tha polioy of Inoluding faraa in tha assst oaloulation la 
particularly hard on nural faailias. Tha law raquiraa that 
faailiaa aassss ths valus of thsir land, livastook, and 1 
aaohlnary. This sMunt is thsn ussd as an Indicator of a family's 
financial straivgth. But that family could not possibly afford to 
ligoidata thalr farm holdings to support thsir childran'a 
aducation. 
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mthout aooaiB to financing, aany young paopI% will not bo 
•bio to punuo hlghor oduoatlon. as vo all know, tho nation will 
ultiMtoly bo tho loaor In thla ora of hlgh-tooh, global 
ooapotltlon. Thoroforo, vo rooouond tho following! 

1. Tho analysis of a otudont'o nood for fodoral asslstanoa 
should bo throo distinct formulas rathor than tho two 
currontly in lav. That is, a Poll orant foraula, a 
formula for distributing oampus-basod aid (new oallod 
Congrossional Kothodology) , and a now third analysis 
•pociflcally for Stafford Loan oligibillty. 

2. AO statod in your bill, s. 568, faailios with inoomos 
•30,000 AGZ or isss should bo allowod to oxoludo homo, 
farm, and small businoss assots from tho con»idoration 
of nood for all Tltlo IV programs. This may also sorvo 
to simplify tho aid applioation. 

3. An allowanoo for multlplo ohildron in collogo should bo 
built into tho $30,000 A6I cut-off. For oxamplo, by 
adding $3,000 for oaoh additional child in oollogo, a 
family oould havo a $33,000 AGZ and still oxoludo thoso 
r-en-liquid assots if thoy had two ohildron in oollogo. 
tfhu simple $30,000 AOI cut-off doom not allow any room 
for thoso familios with moro than ono child in collogo, 
a coHiSon ooourr^noo. 
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3. Nottt laportantlyr M ball«vtt that all naady f«BlllaSi 



through tha tUf ford Loan program, wa irould aupport a 
prograa that vould raguira highar intaraat rataa froA 
horrovars abova |30,000i AOZ onoa thay laava aohool and 
•ntar rapayaant, thua raduoliig tha fadaral aubaidy. Tha 
availability of loana through tha ataf ford Loan prograa 
for faailiaa vith aodaat inooaa and non-liquid aaiata 
would inoraaaa aooaia and opportunity to highar 
aduoation. 



z cannot aaphaalsa anough hov vital loana ara to axpanding 
opportunity. Z hava not mat a oollaga graduata vho, vhila 
conotmad about thair dtbt burdan, doaa not appraoiata tha 
traatndoua valua of tha loana thay raoaivad, now naaad aftar your 
dlatinguishad oollMgua, Sanator Stafford. Many in thia rooa 
would not ba larving in various capaoitiaa today without tha 
aaaiatanca that fadaral atudant loana hava providad. 

At tha ama tlMr va ara tarribly oonoamad that Il.t billion 
par yaar in praoioua atudant aid ascpandituraa ia raguirad to 
guarantaa dafaultad loana. fliia aonay irould ba battar ipant in 
otharr aora produotiva vaya ~ to provida atudant financial 
aaaiitanoa granta, to davalop aarly**avaranaaa pro j acta to kaap 
young paopla in achooli and to halp incraaia tha ability of 
undar-rapraaMtad ainoritiaa and cthar naady atudanta to puraua 
undargraduata and graduata aducation. 
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itai ahould hava tha ability to borrow 
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W« v«looft«d th« Smatt's dtfault bllli and applaud this 
oonlttaa's iMdarshlp and dtolslva action. Vou havt •atabllahad 
tha oonoapts that tht atelnlatratlon haa adoptad In Its final 
dafault rulta. Thtst rulta axhlblt strong ntv aanagaaant from tha 
Dapartaant of Sduoatlonf and taka aggraaalva atapa without plaolng 
unfair burdana on oollagaa and unlvaraltlaa and thalr atudanta. 

In ganaral, va also support tha Saoratary of Education* a naw 
laglslatlva proposala. Na hava not yat aaan tha propeaad 
l^glalatlva languagay ao va cannot conant apadfloally. Ha will, 
hovavari ba plataad to ahara our concama aftar tha languaga 
bacoaas avallabla. 

Tha Saoratary haa raoonandad and va ballava that tha 
ablllty-to-banaflt (ATB) provlalona auat ba atrangthanad to 
protaot tha oonsuaar. Na vould go furthar than tha aaoratary and 
raconand that studants adalttad undar ATB ba Inallglbla for 
Part B (Stafford, Parant Loana for Undargraduata studanta, and 
Supplaaantal Loana for Studanta) loana until thay racalva a 
Ganaral B^lvalanoy Diploma (GBD) . Ha alao aupport broadar acoaaa 
to QED prograas* Nora than 400,000 paopla ooaplata thalr osoa 
aaoh yaar« Ha auat anoouraga thla push for lltaraay and 
dlaoouraga borrowing for thoaa who hava not ooaplatad high aohool 
or racolvad a GSD. 

Ha alao aupport tha othar laglalatlva propoaala including 
gamlshaant of vagaa, prohibition on oonlaalonad aalaa, and 
graduatad rapayaant options, in addition, va aupport tha 
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prohibition of ctrtif Acatlnn of BahoolB aftor acortditation loss. 
rtkm D«partMnt*a proposal vould also rtquirt pro-rata rafutida for 
all rtoipianta of fadtral atudant aid at aohoola vith dafault 
rataa abovt 30 parcant. in tha sanata dafault bill, pro-rata 
tuition rafunda vara only raquirad for 80h<>ola daaaad by tha 
8aoraUry to ba violating tha Dapartaant-approvad tuition rafund 
policy atandard. To data, thia standard haa not baan abuaad in 
tha oollaglata aaotor. Our oonoam ia that tha 8aoratary*a 
raconandation oould ba axpandad to raqulra pro-rata rafunda for 
all BOhoola, not juat thoaa vith damonatratad problaaa. Thia 
vould ba unaooaptabla, Wa raoonand adoption of tha pro-rata 
rafund provision in tha sanato-pasaad dafault bill. 

Thara ara tvo othar Issuaa va vould lika to raisa vith tha 
ooMslttaa at thia tiaa. Tha first involvas a graving problaa vith 
oartain organisations that purport to of far aarvicas to atudanta 
to halp tham conplata atudant aid applioationa, Tha advioa that 
aoM of thasa ooiq;)anias provida is oftan uninforaad and 
aislaading, and sOMtlaaa fraudulant. All partiaa miat do a 
battar job of dlaaaainating atudant aid information to anaura that 
no ona ia taJclng advantaga of naady atudanta. In addition i va 
raoonand that a raquiramant ba addad to tha fadaral atudant aid 
application, aa soon as it is faasibla, that any third party 
(othar than tha atudant or parant) conplating tha aid application 
aust attaat to Its validity by aigning tha application. Thia ia 
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■lallar to vhat thm Zntsmal r^vmm Ssrvlott r«qulr«s for aoooun- 
tanto coaploting tax rotums. zt im onm slapltt stop toward 
aooountablllty and toward aaintaining tha intagrity of tha 
programs • 

Finally r tha laadarablp tha Sanata baa ahown In anoouraglng 
faalliaa to aava for oollaga through U.S. Savings Bonds is 
oonsndabla. Tha lav allowing oartain individuals to purohasa 
U.S. Savings Bonds for higbar aducation axpansas and raoaiva a tax 
axasption for tha intarast aamad will taka affaot In January, 
1990. Wa would lika to work with this ooamittss to snsurs that 
vhila wa ara anoouraging faailias to sava for oollaga, wa ara not 
panalising thass savings in tha naad analyaia. Parhapa tha 
oonittaa will oonsidar what Naahington, Rhoda Zaland, zllinoia, 
and othar statss hava dona. For faailiaa that sava through thosa 
stata bond prograas, $25,000 of thosa aavinga ara bald banlaaa 
fros oonsidsration aa an assst in ths analyaia of naad for thair 
atata grant prograaa. This ohanga for fadaral naad analyaia would 
anoouraga furthar invastmant in U.S. Savinga Bonda, and say raduoa 
tha naad for futura ganarations of atudcnta to borrow to f inanoa 
thair aduoations. ifa hopa to hava ongoing diaouaaions with you 
and your ataffa about this issus. 

Thank you for allowing ma to praaant this tsstiaony on bahalf 
of MAICU aaabar oollagaa and univaraitiaa. Wa look forward to 
working with tha aaabara of thia oonittaa and thair ataffa to 
davalop studsnt aid polioiaa that bast asst ths nssds of tha 
country. 1 would ba happy to answsr qusstions. 
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Senator Simon. Mr. Johnson. 

STATEMENT OF TERRY JOHNSON, DIRECTOR, LINCOLN TECHNI- 
CAL INSTITUTE, WEST DES MOINES, lA, ON BEHALF OF NA- 
TIONAL ASSOCIATION OF TRADE AND TECHNICAL SCHOOLS 

Mr. Johnson. Thank you, Mr. Chairman, other members of this 
subcommittee. 

My name is Terry Johnson. I am the director of Lincobi T^hni- 
cal Institute in West Des Moines, lA. I am the director there, 
which is one of 11 schools throughout the countzy within our corpo- 
ration. My facility is a private postsecondary mstitution offering 
programs in automotive technology, automotive and diesel truck 
technology, and a d^^ree program called Automotive Service and 
Management. We train automotive and diesel technicians for those 
respective industries. 

I greatly appreciate the opportunity to testify before the subcom- 
mittee on behalf of Lincoln Technical Institute and the National 
Association of Trade and Technical Schools. I have prepared writ^ 
ten testimony which I would like to summarize. 

At Lincoln Technical Institute, we serve approximately 150 stu- 
dents year-round. Our student body consists of about hau current- 
ear high school graduates and the other half ranging from 19 to 
5 years in age. The socio-economic backgrounds of our students 
also vary widely, from rural to urban and unemployed to upper- 
middle class. We have placed over 90 percent of our graduates in 
each of the last five years. Approximately 75 percent of our stu- 
dents receive Pell Grants and about 95 percent receive student 
loans. 

NATTS announced its support for the regulations on the day 
that Secretary Cavazos announced the final regulations. While the 
regulations will have an adverse impact upon a number of students 
and schools, NATTS believes they are tough but fair. 

I would like to share with you some of our concerns. While 
NATTS agrees with the need to reduce defaults, the department's 
method of calculating default rates presents a number of concerns. 
The current lack of sufficient, fair, and accurate data on default 
rates will cause improper and unfair implementation of these re- 
lations. 

The U.S. Department of Education has determined that my 
school's cohort default rate for 1986 is 26.9 percent. My most recent 
default rates, as provided by our two primary sources, are signifi- 
cantly lower. The United Student Aid Funds comput ^s our default 
at 16.6 percent. The Iowa College Aid Commission states that our 
default rate is 14.0 percent. 

There are a number of ways to calculate default rates. Some dis- 
tort the magnitude of the problem. We recommend using an 
aiuiual default measure in preference to the two that are currently 
utilized. The annual default rate measure measures how many de- 
faults take place in a given year compared to all the loans in re- 
payment that year. It provides a moving trend line so improve- 
ments or declines in the default rate can be measured over time. 

The final regulations include a 80-day check delay for the dis- 
bursement of student loan money to students. NATTS supports the 
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concept. However, students attending 300- to 900-hour programs 
are put into an untenable situation. Thus the check should be held 
no longer than an appropriate portion of time for the short courses. 

Cionsumer protection is one area in which we do not believe that 
the Secretaiy has gone far enough in formulating the final rela- 
tions. The Secreta^s plan requires all schools offering vocational 
education prtjgrams to list completion rates, placement rates, and 
State licensing requirements to all prospective students. 

However» this consumer information clause does not apply to 
schools which offer associate, four-year, or postgraduate degrees 
except those which make claims about placement. Students who 
enroll in degree programs should have access to the same perform- 
ance results expected of vocational programs. Programs including 
teaching, engineering, dentistry and business administration, to 
name a few, should have the samo consumer disclosure rules as 
trade schools. 

We have serious concerns about some of the legislative proposals 
the Secretary has recommended. First, the use of an independent 
third party for testing ability to benefit, ATB students, does not 
provide an efficient, effective solution to the problems of admitting 
these students. NATTS has formulated an alternative solution 
which relies on a third party to assess the content and administra- 
tion of ATB tests. 

NA'iTS and the Association of Independent Collies and Schools, 
AICS, have entered into an agreement with the American Council 
on Education, ACE, to have them 8SSG88 all submitted ATB tests. 
Only tests whose content and administering procedures receive ap- 
proval by ACE would be permitted for use by NATTS schools. 
NATTS schools would be overseen in the use of these approved 
tests by the accrediting body. Department of Education, and by 
their State licensing body through normal program reviews. 

The Secretary's proposal that the Congress pass legislation to 
prohibit schools fh}m employing commissioned sales representa- 
tives for recruiting activities is unnecessary. There is no evidence 
that commissioned employees are any more or less honest than sal- 
aries employees. 

Further, the nexus of the problem is not how students are re- 
cruited, but are they admitted. Excepting the perception that there 
must be safeguards to ensure the int^prity of commissioned sedes, 
NATTS has suggested legislation which would require that the in- 
dividuals who make the final decision about whether or not to 
admit a student to school as well as the individuals who administer 
financial aid at the school must be salaried employees. 

Thank you for this opportunity to testify before you today. 

Senator Pill Jpresiding]. Thank you very much indeed. 

Incidentally, Senator Harkin sent his regrets that he could not 
be here to introduce you. He wishes you well. 

Mr. Johnson. Thank you. 

[The prepared statement of Mr. Johnson follows:] 
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PREPARED STATEMENT OF TERRY JOHNSON 



rXCMi ZMITZTOn 



f ZONA 



My n«M is T«rry jphnson. z un th« Director of th« Lincoln Technical 
znstitut* in W«st Dmu Hoin«s» lowa. Th«r« ar* •l«v«n tohooXs 
throughout th« country within our corporation. My facility is a 
privata poattaoondary inatitution of faring prograna in Autoaiotiva 
TachnoXogy, Automotiva and Diaaal Truck Taohnology# and a dagraa 
progran eaXXad Autoaiotiva Sarvioa and Managanant. Ma train autonotiva 
and diaaal tachnioiana for thoaa raapaotiva induatriaa* 

z graatXy appraoiata tha opportunity to taatify bafora tha subcoamittaa 
on lducation# Arta^ and aumanitiaa on bahaXf of ZiinooXn TachnicaX 
znatituta and tha NationaX Aaaociation of Trada and TachnicaX SchooXa. 
z hava praparad writtan taatiaony which z %fouXd Xika to auanariaa for 
you novr and aui»it in ita antiraty for tha racord. Tha roXa of 
privata caraar achooXa in poataacondary aducation ia bacoming mora and 
Bora important aa \fm approach tha turn of tha cantury. 

Zn tha raport praparad by tha wiXXiaa T. or ant Foundation in 1988 
titXad Th<^ Forqottan Half i Mon-'Colla^a Youth in Aiftarica > it ia 
projactad that in 1990, only 20 parcant of joba will raquira a collaga 
aducation whila tha ranaindar will raquira aoua laval of tachnical 
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tkill. Privat* cftr««r tehoolt ar« •duoating at laa^t half of tha 
f ull-tiM atudanta jinrollad in what ara traditionally hald aa 
vocationally-apacif ic prograna* 



Changaa in tha aoonomy ara aliminating tha damand for untraXnad 



wrkara, and thoaa untrainad vorkara who ara working ara ganarally 
racaiving vary low wagaa. Education ia tha anawar for thaa« 
individuala, and atudant financial aid prograna, auch aa tha Pall Grant 
and Stafford Loan programa, provida low-incom atudanta with tha 
opportunity to obtain accaaa to poataacondary aducation. 

At Lincoln Tachnical Inatituta, wa aarva approximataly 150 atudanta 
yaar-round. our thraa programa vary in langth fron 6 nontha to 11 
montha* Wa hava claaaaa atarting and graduation avary thraa waaka* 
our atudant body conaiata of about half currant-yaar high achool 
graduataa, and tha othi.* hall ranging from 19 to 35 yaara in aga. Tha 
aocio-aconomic background a of our atudanta alao vary widaly, from 
rural to urban and unamployad to uppar middla claaa. Wa halp any 
atudant aaking for aaaiatanca in finding part-tima amploymant whila in 
aohool and wa hava placad ovar 90 parcant of our graduataa in aach of 
tha laat fiva yaara. 

Approximataly 75 parcant of our atudanta racaiva Pall Grants, and 95 
parcant racaiva atudant loana* All of tha Lincoln Schoola ara 
utilizing tha NATTS Dafault Managamant Handbook. In my achool, Wa 
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hav« a cl«rk daaignatad to follow up on th« MATT8 default pravantion 
procaduraa. Thay includa antranea intarviawa by tha ragiatrar, an 
antranoa vidao on dafaulta, axit intarviawa and an axit vidao for 
graduataa, an axit intarviaw for atudanta whoaa aducation ia 
intarruptad or incomplata, and a ayatam of follow-up lattara aant at 
apacific intarvala b«fora and af tar tha atudant raachaa rapaynant 
atatua. 

All mail ia narkad **forwardin9 and addraaa oorraotion raquaatad." Thia 
allowa ua to try to kaap track of all atudanta ao that wa may halp 
landing inatitutiona and guaranty aganciaa sonnunicata with our 
atudanta • 

Baaad upon tha information providad in tha Sacratary'a praaa ralaaaa, 
MATTB announcad ita aupport for tha ragulationa on tha day that 
Sacratary cavazoa announcad tha final ragulationa* Aa pointad out in 
tha NATTS praaa ralaaaa, whila tha ragulationa will hava an advaraa 
impact upon a numbar of atudanta and achoola, NATTS baliavaa thay ara 
tough but fair, and thay will halp to raduca tha dafaulta that ara 
cauaad by prooadural waaknaaaaa that currant ly axiat in atudant loan 
programa. I concur with tha NATTS poaition* 

z %rould lika to ahara with you aoma of our concarna* 

Nr« Chairman, tha fraud and abuaa which hava occurrad at a amall numbar 
of privata caraar achoola do not rapraaant tha praoticaa of tha antira 
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■•otor» nor it a high default rata naoaaaarily an indication that fraud 
and abuaa ara ooourring. MX avaiXabla raaaaroh danonatrataa that 
dafault rataa ara prinarily a function of tha population aarvad. 

Bacauaa privata caraar achoola aarva a larga nunbar of individuala froii 
Ion aocio-aconoaic backgrounda# our achoola will tharafora hava 
highar dafault rataa. Zt nuat ba notad that achoola aarving aimilar 
*'at-riak" atudanta will hava a coaqparabla dafault rata ragardlaaa of 
whathar thay ara public or privata, tax-dopandant or tax paying. 

Mavarthalaaa, inprovaMnta ara baing nada in tha way chat privata 
caraar achoola aarva our atudanta* Out of tha dafault managanant 
workahopa oonduotad by tha Caraar Training Foundation, dafault 
lUUiagaMnt plana hava baan iaplanantad in a growing nunbar of MATT8 
achoola. Thaaa dafault managaMnt plana ara auccaading in raduoing tha 
nuuibar of dafaulta* Bntranca and axit vidaoa and atudant guidaa hav« 
alao baan davalopad to naXa aura that atudanta know that thay hava a 
loan and know thair raaponaibilitiaa in rapaying that loan* 

Z applaud tha af forta of tha Sacra tary in requiring tha iitplanantation 
of auch a plan for achoola with high dafault rataa. Tha iaiplanantation 
of auch plana arm an af faotiva mathod of curbing dafaulta without 
aliidnating accaaa to poataacondary education for high riak individuala 
— individuala who ara in parhapa tha graataat naad of tha 
caraar-oriantad education provided by private career achoola* 

while IIXTT8 agraea with the naad to reduce defaulta, the Dapartnant^a 

4 



ERIC 




159 



Mthod of cAlculAting dtfAult rAttt prtMntt a niunb«r ot conctrnr. 
Th% current lAcK of Auffioitnt, fAir, And AoourAt« dAtA on dtfAuXt 
TAtat will CAUM Jjnprop^r And unfAir laplAMntAtion of thASA 
rAgulAtioni. Mo proviiion in thAAA rAgulAtioni should bAccM AffActivA 
until thA 1988 tApA duB^ dAtA is in, cogqpilAd^ And AccurAtA ** 
•nphAiising AcourAcy pArhAps to thA point of rAquiring vArificAtion 
from thA ZnApAOtor QAnArAl or thA OAnArAl Accounting OfficA. ThArA is 
no conAiAtAnv collAction And rAporting of dAtA on thA pArt of guAranty 
AgAnciAA. YhA AxiAting dAtA iA AAriouAly fUvAd. only with 
conAidArAblA Affort will thA 1980 dAtA bA UAAful. 

ThA U.S. DApArtmnt of EducAtion hAA dAtArminAd thAt wy Achool*A cohort 
dAfAUlt rAtA for 1966 iA 26.9 pcrcAnt. My noAt rACAnt dAfAUlt rAtAA aa 
providAC from our two prixuiry aoutcaa ata Aignif icAntly lowAr. unitAd 
StudAnt Aid FundA» our fAdArAl guArAnty AgAncy, computAA our dAfAUlt At 
16.6 pArcAnt. ThA Iowa coIIaqa Aid coaniAAion, our AtAtA guArAnty 
Agvncy, AtAtA a thAt our dAfAUlt iA 14 pArcAnt. ThAtA ata both coi^>utAd 
for thA current yAAr. HopAfully our continuAd AffortA rAgArding 
dAfAUlt prAVAntion will furthAr lowAr our rAtAA. 

Throughout thA dAbAtA ovAr dAfAUltA, a nunbAr of tAchnicAl dAciAxons 
hAVA bAAn iiAdA which hAVA hAd a drAMtic Af fAct on our undArAtAnding 
And intArprAtAtion of dAfAultA. ThAAA tAchnicAl dAcisionA ArA not 
nAUtrAl And wa nAAd, aa a community, to bA vAry clAAr About thA 
iAiplicAtionA of thAAA procAdurAA. I An ApAAking ApAcificAlly of thA 
rAportAd ''dAfAUlt rAtAA." 
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8oM of th« i««u«o about th« various wayi ot raaiiuring that dafaulti 
hava baan raviawad in tha pait and only warrant quiok raviaw hara* Tha 
0K088 DEFAULT RATE ii tha MaiuraMnt of dafault without incluiion of 
tha rainitatamant of praviouily dafaultad loani which hava raturnad to 
rapaynant. Tha uia of groii dafault numbari axcludai tha luccaii tha 
govarnMUt hai had in incraaiing collactioni. A net DKFAUI.T rate which 
raflacts collactad dafauXti would provida a truar pictura of tha 
fadaral govarnmant ■ ■ loai on dafault ■ than tha currantly uiad groia 
dafault rata* In 1987, tha cunulativa groii dafault rata raportad by 
tha DapartMnt was 13.1 parcant whila tha nat rata wai 9.5 parcant* 
According to sacratary Cavaioi, tha oaoartMnt axpacti to rainitata 
$690 million of dafaultad loani in rapaysiant during 1989, a lignificant 
improvanant ovar pravioui yaari* Thii maani dafault loiiai %#ould ba 
$1.1 billion in FY 1989, not $1.8 billion projactad by tha Oapartmant* 

Anothar continuing dabata d«iali with tha uia of NUMBER OF dEFAULTERB 
VERSUS DOLLARS IN DEFAULT. Obviously, many paopla ara mora concarnad 
with tha numbar of borrowars in dafault rathar than tha dollari in 
dafault* Howavar, a $10,000 dafault by a singla studant should ba of 
graatar concarn than a $1,325 dafault* Using a haad-count Maiura 
nissas thia important considaration* in addition, a haad-oount maanura 
ovarstatas tha magnituda of dafaults baoausa, as tha rasaarch 
damonstratas, borrowars <oftan school dropouts) with smallar cumulativa 
•loan amounts ara mora likaly to dafault than thosa with largar 
cumulativa amounts* Tha racantly publishad ragulations «ra basad on 
haad-counts, not dollars* 
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Th« CUMUXATZVX DEFAULT MTX !■ « M«iur« of all d«f«ultl r«Utiv« to 
all loans antaring rapayaant ainoa tha inoaptien of tha ouarantaad 
itttdant Loan Progran. zt providaa an hiatorical anapahot ot dataulta 
at tha and ot aaoh yaar. Tha naaatira doaa not captura datault activity 
for a givan yaar« 

Tha THO«-yBAR COBOUT MBASimB ia quita dittarant* it only includaa loana 
antaring rapayMnt atatua in a givan yaar* Thoaa loana in tha cohort 
which antar dafault during tha two yaara aftar thay tirat antar 
rapaynant ara includad in tha calculation ot tha datault rata* In tha 
currant ragulationai thoaa loana antaring rapayMnt in FY 1996 ara 
obaarvad through FY 1987 to datamina which onaa dafault, A naw cohort 
could atart aach yaar, Tha two*yaar cohort Maaura waa firat thought 
to ba battar than a cumulativa dafault rata bacauaa it anablad tha 
dafault raduction afforta of achoola to ba maaaurad — a aan^itivity 
that waa not poaaibla undar a cujoulativa MasuraMnt, 

Tha cohort maaura haa aavaral limitationa • it doaa not includa all 
tha loan^ in rapayaant, only thoaa antaring rapayMnt in a givan yaar* 
It doaa not includa all tha dafaulta, only thoa^ loana in tha annual 
cohort which ara includad. In othar worda^ thia Maaura only includaa 
part of tha loana in tha achool'a portfolio* Aa notad jafora, if a 
achool, working with landara and guaranty aganciaa, waa auccaaaful in 
rainatating dafaultad borrowara in rapayMnt, no cradit would ba givan 
in tha two-yaar cohort Maaura. 
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MOAut* th« cohort it tMlX r«Xativ« to th« total loans in rapaymant, a 
■ehool with a ■mall cohort (undar 30 loana) could axparianca annual 
fluctuation! in dafault ratai with ralacivaly imall diffarancai in tha 
abaoluta nunbar of loam dafaulting. For axaapla* if a ■chool had 25 
loam in tha cohort and fiva dafaultad, that ■chooli %rould hava a 20 
paroant dafault rata and would hava to davalop an individual dafault 
Mnagakiant plan. zf« on the othar hand* tha ■chool had four dafaultii 
tha rata would bm 16 paroant. zn thii axanplai the diffarancai of ona 
dafault in Vio yaari would man tha dif faranca of baing raquirad to ba 
idantifiad ai a high dafault school • Tha two-yaar cohort ii unfair to 
■chooli with inall nunbari of borrowari. Tha Dapartnant rightfully 
axcludad thaia ichools fron the aggregatad calculation! raportad in 
*atcratary Cavasoi' announoamant 3f ragulatiom. 

Thara ara a nunbar of wayi to calculate dafault ratai. Wa racownand 
uiipq an annual dafault aaaiura in prifarinca to thi two which ari 
ourrantly utilixad . Tha annual DEFAULT RATE itaaiuraa how many 
dtfaulti taka placa in a given yiar comparad to all tha loam in 
rapa^nnant that yaar. It uiai mora information than two-yiar cohort ao 
it will not ba ai volatila. At tha earns tima* it ptovidii a moving 
trand lina lo improvamanti or daclinai in tha dafault rata can ba 
maaiurid ovar tima. xt ii alio amanabla to a providing a nat and grott 
maaiuri, lo tha luccaia a school haa in raimtating pravioualy 
daf suited loam could ba included in tha msaeura. Tha annual rata aleo 
haa tha advantage of baing mora widely uead and undaretood in tha 
banking community. 
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An •x«npl« My h«lp clarify th« diff«r«nc« b«tw««n th« annuftl and 
two«y«ar cohort MMurn. assum a ■chool had 100 loans sntarlng 
r«payMnt in a y«ar and had 500 loans in rapayMnt during th« y«ar. zf 
20 of th« loans in ths 100 loan cohort antarsd default, th« school 
would hav« a 20 psrcant dafault rata, if 20 loans in tha whola 
portfolio vara to dafault, tha dafault r«»ta would ba four parcant. in 
tha axajnpla« 20 dafaults could ba charactarisad as aithar a 20 parcant 
or a four parcant dafault rata. Tha two currant naaauraa ara aaaily 
confuaad and miaundar stood by participanta and obaarvara. Tha 
following tabla providas a cov**^rison batwaan tha cunulativa and annual 
dafault rata, zt ia not possibla to includa tha two<-yaar cohort rata 
bacauaa tha data do not axiat for it a calculation. 
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co^ariaon of Annual nnd coulnti^a 
Mfault 9Mtmm 

$ in $ in Annual Custulativa 

Rapaymnt Dafault Default Dafault 



Yaar 






(in million*) 


(groii) 


(gro»») 


1975 


$ 


2,560 


< 


id y 


5.0% 


8.2% 


1976 


$ 


2,651 




1 0^ 


7.3 


9.9 


1977 


$ 


2,783 


$ 


202 


7.3 


10.9 


1978 


$ 


2,925 


$ 


208 


7.1 


11.6 


1979 


$ 


3,200 


$ 


223 


7.0 


12.0 


1960 


$ 


3,762 


$ 


239 


6.4 


12.5 


19ei 


$ 


4,711 


$ 


254 


5.4 


12.3 


1962 


$ 


6,856 


$ 


288 


4.2 


11.2 


1983 


$ 


9,525 


$ 


531 


5.6 


10.8 


1984 


$12,959 


$ 


713 


S.7 


10.9 


1965 


$16,473 


$1 


,032 


6.3 


11.6 


1986 


$20,591 


$1 


,371 


6.7 


12.6 


1987 


$23,504 


$1 


,378 


5.8 


13.1 
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8«v«ral things can bm not«d from thm t*bl«« First # thm r*t« of default 
is within hiatoriciil sv«rs9«s. The increasing dollars in default 
reflect the increasing volume of loans in repayment, second, the 
annual rate of default shows a sharp drop in FY 1987* It is not clear 
whether this is due to changes in reporting or whether the default 
reduction efforts started in 1986 are taking hold. Third, there is no 
direct relationship between the cumulative and annual rate of default* 
Knowing one default rate does not allow one to estimate the other two 
ratea . 

Agreement on a common measure of default will help clarify the policy 
and reduce confusion among participants. A- it stands now, different 
ratea are used interchangeably in speeches and policy documents. The 
decision aa to which measure to uae ia more than just a technical 
consideration, zt affects the amount of information we have available 
in the indicators. Perhapa most importantly, it has a profound effect 
on the perception uf the magnitude of default. 

zt should be evident that we believe the choice of a two-year gross 
default measure based on a head-count is perhaps the worst choice that 
could have been made. It providea an incomplete picture of defaults, 
it does not credit schools for successful collection efforts, it is 
unstable, and it overstates the magnitude of defaults. We believe that 
universal adopt.^on of an annual net default rate baaed on the dollar 
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anount d«f aultsd would prov« to btt a aort u««ful and adaptabla 
masurs. Ms urga this aubcommittas to conaidar such a changt in 
reporting dafaults in ths Titls XV Ouarantaad Studant Loan Prograjns. 

With ragard to tha Limit, Suspand, and Tsrminats (LiStT) provisions 
which ara inoludsd in tha dafault rsgulations, again Z support tha 
Sacratary's dacision. Hhils ths ragulationa authoriza tha initiation 
of XifSi ft T actions if a school's dsfault rata is highsr than 60 
parcanti thay do not raquira such action. Aa wa undarstandr tha 
aacrstary will raquast infomation from ths school partaining to tha 
causas of dsfault rataai including ths population aarvsd* and will 
considar afforttf which ths school has undsrtakan to raduca dafaults. 
Tha school will thus ba judgsd on its af forts. This provision will 
halp to protact good schoola which ssrva a largs nvunbsr of high risk 
studants and focua advarss actiona on schools that ara not willing to 
taks ths nacasaary actions availabls to tham* 

Furtharr ths 8acratary*a tiarad approach to daaling with dafault ratss 
ia a balancad plan for rsducing tha number of dsfaults. Zt will axpact 
mors from schoola with prograssivaly highsr dafault ratas without 
danying accaas to postsacondary aducation to ths many low-incoma 
studsnts for whom privats carssr aducation is bsst auitad, 

Ths final ragulations includa a 30 day chsck dslay for tha disburssmant 
of studs nt loan monay to studants . MATTS supports tha concapt of 
dalaying thaaa chacks bacauaa it will raduca dsfaults and it ia a sound 
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•conomic policy which will h«lp to r«duc« costs to Isndsrs. A studsnt 
who snrolls but do#s not sttsnd ths first dsy of clsss is costly to 
Isndsrs in spits of ths fact that schools rsturn ths full amount of ths 
studsnt's loan. Ths cost of proosssing that loan is boms by ths 
lsndsr« Dslaying disburssBMint of ths loan will sliminats ths cost of 
procsssing loan» for studsnts who do not show up for class » or for 
thoss who drop cut sarly, 

chsck dslay can bs an sffsctivs policy, as long a« ths chsck will bs 
Bads availabls on ths 30tii day. Ths policy should bs administsrsd so 
as not to oauss dslays for rscsipt of ths chsck bsyond ths 30th day in 
ordsr to prsvsnt financial hardship on ths studsnt and ths school* 

Howsvsr, studsnts attsnding 300 to 900 hour prograxm ars put into an 
untsnabls situation. Thus, ths ohsok should bs hsld no longsr than an 
appropriats portion of tiM for ths short ooursss. 

In addition to ths chsck dslay policy, NATT8 supports ths holding by 
ths school of ths loan aonsy ovsr ths pries of ths tuition, with ths 
studsnt rscsiving wsskly disburssMnts of ths inonsy in sxosss of 
tuition. NATT8 has found ths disburssnsnt of largs sums of loan 
monsy to high risk, low incoms studsnts stimulatss high drop out ratss. 

As ws undsrstand ths Sscrstarys rsgulations, ths pro rata rofund 
policy is actually a proportional formula that is rscovsrsd in 10 
p«rcsnt incrsmsnts t.p to 50 psrcsnt of ths program Isngth. Ws applaud 
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this Mthod. Zt Allows schools that do not nonsXly tsKs sttsndancs to 
dotormino at roasonabls tims whsthsr or net ths studsnt is still 
•nrollsd. Zt also rscoynisss ths inhsrsnt wsaknsss of a strict pro 
rata rsfund which p«nalis«s those who ccsplsts ths courss by £orcin9 
thm to assuM ths costs of thoss who do not co«plsts« By allowing ths 
rsfund to bs conplsts at SO psrcsnt of ths progran Isngth, ths 
0scrst«ry has struck an sxcsllsnt conproaiss bstwssn oonsuasr 
protsotion and ths fixsd costs of sduoational institutions. 

consuMr protsction is ons arsa in which ws do not bslisvs that ths 
sscrstary has gons far snough in fonulating ths final rsgulations. 
Ths Ssorstary's plan rsquirss all schools offsring vocational sducation 
prograns to list coRplstion ratss, placsMnt ratss and stats licsnsing 
rsquirsasnts to all prospsotivs studsnts. Bowsvsr, this consuMr 
information clauss doss not apply to schools which offsr associatSr 
four-ysar or post* graduats dsgrsss sxcspt thoss which maks clains about 
placsMnt* 

Studsnts who snroll in dsgrss prograns should havs acosss to ths sam 
p^rfonnancs rssults sxpsotsd of prograns of Isss than four ysars. 
Prograns including tsachingr snginssringi dsntistry and businsss 
administration, to nans a fsw, should havs ths sams consunsr disclosurs 
rulss as trads schools < 

Mhils HATT8 strongly supports ths rsguletions on ths whols and has 
rsssrvations on sosts dstails, ws havs ssrious concsrns about sons of 
ths Isgislativs proposals ths Sscrstary has rsconasndsd* 
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First, ths u«ft of mn indsp«ndsnt third party for testing ability to 
banafit (ATI) atudanta doaa not provida an afficiant, affcrctiva 
aolution to tha problama of admitting thaaa atudanta. HATT8 haa 
foraiulatad an altarnativa aolutiona which raliaa on a third party to 
aiaaaa tha contant and adniniatration of atb taata. 

NATTS and tha Aaaociation of Xndapandant Colla9at and schoola (AXC8) 
hava antarad into an agraamant with tha AMrioan council on Education 
(AC£) to hava than aaaaaa all aubmittad ATB taata. Only taata whoaa 
contant and admini a taring procaduraa racaiva approval by ace would ba 
pcrmittad for uaa by NATT8 achoola. HATXa achoola wuld ba 
ovaraaan in thi» uaa of thaaa approvad taata by thair aocraditing body, 
tha Dapartvant of Education, and by thair atata licanaing body through 
nomal program raviawa. 

NATTS doaa not aupport tha availability of only ona taat for all ATB 
atudanta* NATT8 achoola of far programa in mora than 120 diffarant 
caraar fialda, aach raquiring diffarant akill lavala in araaa auch aa 
raading and mathamatica plua othar alamanta that ahould ba part of tha 
admiaaiona datarmination • 

Tha uaa of a aaparata taating aita ia not afficiant bacauaa of tha 

potantially high coata involvad. rurthar, tha poaaibility that tha 
"indapandant** aita could ba at a location whara thoaa adminiataring tha 
taata might hava unfavorabla opiniona about propriatary aducation could 
raault in counaaling atudanta againat tha program of thair choica. 

15 
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NATTS supports ths uss of logitiMto tosto for ATB studonts, and tho 
:>o9itiiiAto administoring of thoso tosts, but do«s not agroo that tho 
usa of third party tasting is tha appropriata way to aohiava such 
lagitiaaoy • 

Tha aaoratary's proposal that tha Congrass pass lagislation to prohibit 
schools fros ai^loying oomi^sionad salas raprasantativas for 
raoruiting aotivitias is unnaoasnary. Thara i« no avidanoa that 
condssionad aiqployaas ara any aora or lass honast than salariad 
•i^loyaas* Furthari tha naxus of tha problan is not hon / tuda ^s ara 
racruitad, but ara thay admittad. 

Accapting tha paroaption that thara irust ba safaguards to ansura tha 
intagrity of oc«Bissionad salas, MATTt has auggastad lagislation 
which %rould raquira that tha individui^l% who inaka tha final daoision 
about whathar or not to admit a studant to a school, as wall as tha 
individuals who adainistar financial aid at tha school, nust ba 
salariad aaployaas. nacruitars who ara on oonnission oould still 
racruit, but would not naka tha dacision about whathar a studant is or 
is not ad«ittad to tha progran. 

Tha proposad alinination of comissionad salas raprasantativas %rould 
also slininata tha incantiva for racruitars to do a good job. wa 
support tha concapt that comiisaions ba tiad to tha studant 's 
coiiplation of tha prc^ram. Thia %rouXd provida inoantiva to racruitars 



16 




171 



to do « careful job of recruiting ttudenti who %xm w«ll*>tuit«d to thm 
progran and who arr lik#ly to ba abla to, and hava tha daiira to, 
conplata thair aducation* 

Although NATT8 doaa not iupport aavaral of tha lagiilativa propoialt 
jnada by tha sacratary, wa wholahaartadly iupport anothar lagiilativa 
raconnandation mda by tha sacratary i tha prohibition of cartification 
of ichooli for program aligibility aftar tha loii of acoraditation. 
Action by an accraditing body to aliminata a ichool that it not 
providing quality aducation ii randarad uialaii if tha ichool can 
obtain accraditation from anothar accraditing body, lomatinaa within 
days of having thair accraditation pullad by thair original accraditing 
body. 

X would lika to cloia by again applauding sacratary Cavazoi' tough but 
fair racaating of tha dafault ragulationi. Ha ahara hit coBonitmant to 
aniuring tha intagrity of tha loan progr«ni. 

Thank you for this opportunity to taitify bafora you today, z will ba 
plaasad to aniwar any quaitioni. 
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Senator Pkll, Ms. Clement. 

STATEMENT OF JANET CLEBIENT, EDUCATIONAL LOANS DIVI- 
SION, BANK ONE, MERRIVILLE, N.A., MERRIVILLE^ IN, ON 
BEHALF OF CONSUMER BANKERS ASSOCUTION 

Ms. Clxbiknt. Thank you. Mr. Chairmani members of the Sub- 
conmiittee on Educationi Arts and HumanitieSi my name is Janet 
Clement with Bank One, Merriville, N.A., located in Merriville, IN. 
Thank you for the opportunity to testify before you today on the 
subject of the new Stafford Loan regulations and other student 
loan issues. Mv views today reflect the position of the Consumer 
Bankers Association's education funding committee. 

Lenders in the Stafford Loan Program support the department's 
new default relations. Several aspects of the regulations, includ- 
ing the imposition of a modified remnd polipy on educational insti* 
tutiors with default rates in excess of 30 percent, will effectuate 
changes in the behavior of schools that will reduce default losses. 

CBA believes that it is appropriate that limitation, suspension, 
and termination proceedings be brought against educational insti- 
tutions with unreasonably high default rates among former stu- 
dents. As you know, Mr. Chairman, the default rate calculations 
included in the regulations are controversial and have been chal- 
lenged as inaccurate. This aspect of the new r^ulations may re- 
quire some additional work. 

Finally, CBA supports the imposition of the default management 
plan on schools v. ItL ^efault rates in excess of 20 percent. Taken as 
a whole, the new regulations are very reasonable and provide an 
educational institution with good intentions and a commitment to 
quality a clear opportimity to continue to participate in student fi- 
nancial aid programs. 

There is an aspect of the new regulations of particular concern to 
lenders — the requirement that the request for preclaims assistance 
on delinquent loans be shared with the schools within 80 days after 
being made. As required, schools would be inundated with reports 
from multiple lenders that are in different formats and of question- 
able utility. 

In order to address this problem, CBA has submitted recommend- 
ed legislative language to the subcommittee to direct guarantors to 
send this information to schools on their request. 

In his default reduction initiative, the Secretary has proposed 
mandating the offering of a graduated repayment option to borrow- 
ers in the program. We understand that this proposal is based on 
evidence that a graduated repayment option will reduce defaults. 
We have not yet reviewed the evidence. However, we are concerned 
that a reduction in the speed of amortization of outstanding 
amounts will effectuate an increase in the Oovemment's special al- 
lowance cost and an increase in interest paid by the borrower over 
the life of the loan. 

CBA takes no position on the graduated repayment option. 

CBA endorses the prohibition on the use of commissioned sales 
representatives by educational institutions for the purpose of re- 
cruiting students. 
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As you know, Mr. Chairman, the Department of Education has 
been developing a revised Form 799 used by lenders for the pur- 
pose of billing hiterest and special-allowance benefits from the De- 
partment of Education. CBA believes that the objectives of the re- 
vised 799 are legitimate. However, we have several specific con- 
cerns with the new form: 

(1) Many lenders will have difficulty in imple^ienting average 
daily balances, as is required on the new form; 

(2) Pine-tuning of the instructions on the new form are still in 
process. Thus, implementation problems are still being worked out, 
and 

(3) It appears that education may have insufQcient time to appro- 
priately test the new form. 

The probable result of these problems is that lenders maybe 
unable to complete the billing form in fiiU compliance with the 
form s instructions. For this reason, CBA proposes tiiat specific leg- 
islative language be adopted by the Congress to direct the depart- 
ment to make payment pursuant to a 799 submitted with technical 
errors by a lender, provided that the lender certifies that the bill- 
ing is as complete and accurate as possible and the lender indicates 
any recognized problem reflected in the form. 

In addition to these issues, CBA also wishes to point out five 
other concerns of lenders that may warrant some form of legisla- 
tive activity. We have submitted legislative language on some of 
these. 

On the windfall profits recapture, in 1986 the Congress enacted a 
provision requiring lenders to rebate excess profits received on stu- 
dent loans after the borrower's interest rate increased to 10 per- 
cent. The step interest rate in and of itself is a mig'or problem for 
lenders because a single borrower may have loans which convert to 
the higher interest rate at different pohits of the life of the loan, 
thereby undermining the desired administrative consolidation of 
loans and causing problems for the holder as well as the borrower. 

CBA continues to be concerned that the curren* statutory provi- 
sions governing disclosures to borrowers and processing of defer- 
ments on SLS loans are unworkable and unnecessarily complex. 
Becaiue of the accrual of interest on SLS loans during the in-echool 
period, the disclosure to the borrower at time of loan origination 
estimated monthly payments is difficult to process and highly spec- 
ulative. Provision of this information to borrowers potentially cre- 
ates confusion. CBA recommends that this disclosure be deleted. 

Lenders also continue to be deeply concerned regarding the sol- 
vency of some guaranty agencies and believes that the committee 
should direct the Department of Education through legislation or 
through a direct request to develop specified procedures to effectu- 
ate the merger of consolidation of guaranty agencies in the event 
of the insolvency of a single agency and ixi urotade for the direct 
payment of reinsurance benefits to the lendv»r in case the agency 
becomes insolvent. 
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Aa has been well documented, there has been significant lender 
withdrawal from the program in the past six months. CBA believes 
that the possibility of borrowers facing difficulty in obtaining loans 
under the program is a very real prospect and that it is appropri- 
ate for Congress to review the lender of last resort provisions. 

CBA continues to believe that the current du diligence regula- 
tions are rigid anU unrealistic in their demands on lenders. These 
regulations should be modified as soon as possible to address this 
problem. 

Mr. Chairman, this concludes my statement. I would be happy to 
respond to any questions. 
[The prepared statement of Frank Cammarata follows:] 
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Mr* Chairaan, MMb«r« of th« SubcoaaittM on Education, Arts 
and Huaanitiss, ny naaa is Piank Caaaaratai vica Praaidant with 
Bank Ona, Marrillvilla, HA, located in Marrillvilla, Indiana. 
T^iank you for tha opportunity to taatify bafora you today op tha 
aubjact of tha naw Stafford Loan ragulationa and othar student 
loan iasuaa. My viawa today raflact tha poaition of tha Consumar 
Bankars Aaaociation'a^ Education Funding Committaa, 

Dafault Raduetion Tnitiatiiv a RamilatLiona 

Landara in tha Stafford liOan progran support tha 
Dapartnant I s naw dafault ragulationa. Savaral aapacts of tha 
regulations, including the imposition of a modified refund policy 
on educational institutions with default ratea in exceaa of 30 
percent, jtUi effectuate changea in the behavior of schools that 
will reduce dafault loaaes. In addition, the new regulations 
will baiiafit studsnts through improving the admissions process 
and providing achools with naw incentives to r^atain students 
through the completion of their educational program. 

CBA believes that it is appropriate that limitation, 
suspension and termination pi:ocaediags be brought against 



The Consumer Bankara Association was founded in 1919 to 
provide a progressive voice for the retail banking industry. cBA 
reprasents approximately 700 federally insured banks, savings and 
loans and credit unions that hold more than 80 percent of all 
consumer deposits, and more than 70 percent of all conaumer 
TATedit held by federally inaured depository institutions. 
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educational institutions with unrsasonably high dafault ratas 
aaong foraar studants. As you know, Chairman, tha dafault 
rata calculationo includad in tha ragulationt ara controvarsial 
and have baan challangad as inaccurata. This aspact of tha naw 
regulations may raguira soma additional work. It may ba 
appropriate for this Conmittaa to intarvana with a statutory 
definition of default rate similar to those discun^^ed during 
Congressional consideration of your dafault reduction bill last 



Finally, CBA supports the imposition of tha default 
m&nagament plan on schools with default rates in excess of 20 
percent. Under the now regulations, default management plana 
will be based on information supplied to the Department by the 
educational institution itself, thus making it probable that tha 
plan will address problems spe::ific to the particular school. 
Landers also believe that the list of default reduction measures 
compilod by the Department as Appendix 0 of the regulations 
provides schools with a well thought out effective list of 
remedies to utilize in achieving this goal. 

Tak:>n as a whole, the new regulations are very reasonable 
and provide an educational institution with good intentions and a 
commitment to quality, a clear opportunity to continue to 
participate in student financial aid programs. 
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Th«r« is an asptct of th« naw regulations of particular 
concsm to Isndsrs ~ ths rsquirsasnt that ths rsqusst for prs- 
claims assistancs on dslinqusnt loans bs shared with schools 
within thirty days aftsr bsing aads. As rsquirsd, schools would 
bs inundatsd with reports from multipls lenders that are in 
different for&ats and of questionable utility, in order to 
address this problem, CBA has submitted recommended legislative 
language to tha Subcommittee to direct guarantors to send this 
information to schools on their request. This will reduce the 
volume of paper coming into the school and facilitate its use. 
Our Amendment is similar to a provision included in S. 568, your 
default reduction bill. We hope the Subcommittee will adopt it. 

ProPQgad Leaialation for a Gradufttad R«pavB«nt nnt'ion 

In his da Vault reduction initiative package, Secretary 
Cavazos ha* proposed mandating the offering of a graduated 
repayment option to borrowers in the program. We understand that 
this proposal is based on evidence that a graduated repayment 
option will reduce defaults. We have not yet reviews :he 
evidence. However, we have the following concerns; 

1. A reduction in the speed of amortization of outstanding 
amounts on student loans will effectuate an incraaaa in 
government special allowance ccsts, and an increase in interest 
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paid by thm borrower over thm Htm of th« loan. 

2. Many borrowers not in need of relief from the amount of 
repayment will exercise the graduated repayment option if it must 
be offered to all borrowers. 

The loan consolidation option available to students at 
specified levels of indebtedness appears to me to be the 
appropriate mechanism for offering students relief from high 
repayment burdens. It is also worth noting that all lenders in 
the program have the opportunity to offer a forbearance to a 
student indicating a commitment to repay his/her lot ... without the 
immediate ability to do so. 

CBA takes no position on the graduated inpayment option. 
Hpwever . we will closely review the Department's evidence of its 
effectiveness and its legislative proposal when it is delivered 
to Congress. 

Commiflsio niifl Saleg RftnrMant^t^ivea 

CBA endorses the prohibition on the use of commissioned 
sales representatives by educational institutions for the purpose 
of recruiting students. The anecdotal information, widespread in 
the student loan communi'..:^ , and the personal experiences of some 
CBA members, indicates that many stbuses in student recruitment 
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occur as a result of undsr-tralnsd, inappropriately motivated, 
independent commissioned sales representatives. The elimination 
of this means of compensation will help effectuate a reduction in 
abusive student recruitment. 

Other Regulatory and Policy laau^a 

A. Form 799 

As you know, Mr. Chairman, the Department of Education has 
been developing a revised Form 799 used by lenders for the 
purpose of billing interest and special allowance benefits from 
the Department of Education. Approximately one year ago, the 
Department released specifications for a significantly more 
complex and derailed Form 799. The purpose of the modifications 
in the Form 7S9 is to provide the Department of Education with 
increased information on loan activity by the lenders in the 
program and to provide internal edit checks of billings to the 
federal government. CBA believes that both objectives of the 
revised 799 are legitimate, and we do not o^^ose the desire of 
the Department to compile additional informa\:ion regarding 
Stafford Loans for the purpose of administering the program. 
However, we have several specific concerns: 

1. Many lenders will have difficulty in implementing 
avarage daily balances as is required on the new form. 
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2. Fine tuning of the instructions on the new form are 
still in process. Thus, implementation problpms are still being 
worked out. 

t 

3. It appears that ED may have insufficient time to 
appropriately test the new form. 

The probable result of these problems is that its 
implementatirn, beginning with thf> Df^cember 31, 1989 billing, 
will result in many lenders being unable to complete the billing 
form in full compliance with the form's instructions. For this 
reason, CPA proposes to this Subcommittee today that specific 
legislative language be adopted by the Congress to direct the 
Department to make payiient pursuant to a 799 submitted with 
technical errors by a lender, provided that the lender certifies 
that the billing is fully complete and accurate as possible and 
the lender indicates any recognized pvoblem reflected in the 
form, ku is currently required under the Department's policies 
and regulations, lenders would be required to repay to the 
Department of Education any amounts overbilled by error. The 
test period would last three billing periods after which full 
compliance with the 799 in all its regards would be required. 
The amendment developed by CBA would repeal the mandatory payment 
of billing'^ pursuant to Form 799 si M the Department withdraw 
or modify the new revised form during any of the threct quarterly 
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•nvisionttd* 

B. OthT T««u#« 

In addition to thMC issues « CBA also wishes to point out 
fivs othsr concsrns of Isndsrs that aay warrant sons form of 
legislative activity prior to reauthorization of the Higher 
Education Act in 1991: 

^* "Windfall Pyofita PaeantiuraH. jn 1986, the Congress 
enacted a provision requiring lenders to rebate "excess" profits 
received on students loans after the borrower's interest rate 
increased to 10 percent. Under the amendment, amounts received 
from the borrower as interest in excess of the base special 
allowance rate must be rebated to the borrower. 

This amendment has caused considerable concern in the lender 
and servicer community due to the operational difficulties 
surrounding the process of rebating what may turn out to be very 
limited amounts of monies to student borrowers as well as 
implementing the stepped interest rate on the loan. The stepped 
interest rate in and of itself is a major problem for lenders 
because a single borrower may have loans which convert to the 
higher interest rate at different points of the life of the loan, 
thereby undermining the dasired administrative consolidation of 
loans and causing problems for the holder as well as the 
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borrower* 

CBA proposes an sliaination of the stepped interest rate on 
all loans subject to this provision. Our amendment reduces the 
interest rate after the fifth year of repayment to 8 percent 
rather than the current statutorily required 10 percent » as well 
as eliminates the windfall profits recapture provision. As its 
preferred option, CBA would recommend a fixed rate of 8 or 9 
percent. We understand, however, that there may be budget 
concerns regarding this eunendaent* To address these concerns, 
CBA proposes that consideration be given to setting the interest 
rate at a variable based on the 52 week bond equivalent rate on a 
variable basis suggested annually on all loans going into the 
future. In order to protect the borrower from excessive 
increases in the interest rate, the borrower's interest rate 
would be capped at 9 percent with a special allowance payable to 
lenders when the borrower's interest rate exceeded 9 percent. 

2. SLS DftfanPftnts and Borrower Disclosure 

CBA continues to be concerned that the current statutory 

« 

provisions governing disclosures to borrowers and processing of 
deferments on such loans are unworkable and unnecessarily 
coiiiplex. Because of the accrual of interest on SLS loans during 
the in-school period, the disclosure to the borrower at time of 
loan origination estimated monthly payments is difficult to 
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procMs and hJ.ghly ■paculativ*. Provision of this infornatiun to 
borrowers potentially crsataa contuaion and could actually 
dilgQurftqt momm borrowara from paying thair loans latar. CBA 
raconaands that this diacloaura ba dalatad. 

An additional problaa on SLS loans ralataa to dafarring the 
payaant of intaraat on such loan* during parioda in which the 
borrowar ia in acaool, currantly, a apacific dafamant raquast 
form must ba procaaaad, Thia raquiramant ia burdanaoma and 
raquirar tha borrowar to aubmit not only a SLS application form 
but alao a dafannant raquaat torn m ordar to dalay tha 
raquiramant to rapay intaraat on hia/har loan. To addraea this 
aituation, CBA racommands that dafarmanta ba authorized on tha 
baais of tha aubmiaaion by tha borrowar of a SLS application form 
which includaa an indication of a d«a.' * to dafar rapaymant ac a 
aaparata dafarmant form (aa undar currant practice) , in 
addition, intaraat woula ba dafarrad not only during tha period 
covered by the loan, but alao during any sumBar vacation or 
interval between academic perioda, provided that tha borrower's 
academic program had not yet bean completed, 

CBA believes that these aaendmanta will maintain the 
integrity of tha program, while at tha aama time facilitate the 
proceasing of dafarmanta on these loans. We hope that the 
Subcommittee will include thia amendment in its legislation. 
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3. Quaranfcv Aaancy Solvncv 

L«ndttrs also continut to bt daaply concarnad ragarding tha 
solvancy of certain guaranty agancias and bal lavas that tha 
CoBBittaa ahould diract tha Dapartaant of Education through 
lagislation or through a diract raquaat to davalop apacif iad 
procaduras to affactuata tha aargar of consolidation of guaranty 
agancias in tha avant of tha insolvancy of a singla agancy and to 
provida for tha diract paynant of rainsuranca benefits to the 
lender in the case an agancy becomes insolvent. 

CBA believes it would be highly imprudent to wait until a 
guaranty agency becomes insolvent before addressing how such an 
event would be adninistratively handled. CBA would be pleased to 
work with this subconuaittee on a letter to the Secretary 
requesting guidance on this matter or on an amendment apecifying 
procedures directly, 

4. Lender of Last Resort Proviaiona As has been well 
documented (although not yet acknowledged by the Department of 
Education) , there has been significant withdrawal from the 
Stafford Loan program in the past six months. Not only have the 
well-publicized withdraws of First Independent Trust Company, 
Glendale Federal Savings, and the Bank of New Vork occurred, but 
numerous smaller lenders have reduced or limited their 
participation. CBA believes that the possibility of borrowers 
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facing difficulty in obtaining loans undar tha program ia a vary 
raal proapact and that it ia appropriata for Congraaa to raviaw 
tha landar of laat raaort proviaiona found in Saction 428(j} of 
tha Act to datarmina vhathar thaaa proviaiona would ba viabla and 
workabla in tha avant of a vidaapraad accaaa problaa. 

Savaral guaranty aganciaai including California, hava 
indicatad that thay do not baliava thay would ba abla to fulfill 
thair statutory raqairamanta to aaat landar of laat raaort loana 
if a significant voluna of raquaata for auch loana wara mada. 
For this rsason, action naada to occur now on davaloping an 
appropriata aquitabla maana of addrassing tha landar of last 
rasort problam ao that aligibla borrowara ara not unabla to find 
a landar. 

5. Dua Diiicianca Ruaulations. CBA continuaa to baliava 
that tha currant dua diliganca ragulationa found with 34 c.F.R. 
682.4X1 ara rigid and unraaliatic in thair damanda on landars. 
Bacauaa tha consaquancas of ralativaly minor violationa of tha 
ragulationa rasult in lossaa c J principal and intaraat on loans, 
many landara hava placad a highar priority on complianca with tha 
ragulations than on achiaving rapaymanta from borrowara. Thia is 
countarproductiva, and ia not raasonabla. For thia raaaon, CBA 
has baan working with tha Dapartaant of Education on raviaiona to 
tha dua diliganca and collaction ragulations and ancouragaa this 
Subcommittaa t^ bacoma involvad in thaaa convarsations . CBA 
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bttliavM that a mmt of ragulations nquirin? aggraasive 
collection activitiM that will reduce default experience among 
borrower* is possible, and that the current regulations should be 
modified as soon as possible toward this end. 

conclusion 

Mr. Chairman, this concludes my statement. Thank you again 
for the opportunity to testify before this Subcommittee today. I 
would be happy to respond to any questions you or any Members of 
the Subcommittee might have. 
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Senator Pell. Dr. Flippin. 

STATEMENT OF JAMES L. FLIPPIN, DIRECTOR, MISSISSIPPI 
GUAZiANTEE STUDENT \N AGENCY, JACKSON, MS, ON 
BEKALF OF NATIONAL .WCIL OF HIGHER EDUCATION LOAN 
PROGRAMS, INC. 

Dr. Flippin. Thank you, Mr. Chairman. 

I have submitted my written testimony for the record. 

Mr. Chairman, members of the committee, my name is Jim Flip- 
pin, and I am director of the MiBsiasippi Guaranteed Student Loan 
Agenpy and current president of the National Council of Higher 
Education Loan Programs. I am extremely happy to appeal* before 
you today to discuss the issues in the Stafford Loan F^rogram, espe- 
cially the recent announcement of the Secretary of Education's de- 
fault initiative. 

This year the Department of Education estimates that $12.2 bil- 
lion will be loiuied to some 4.6 million students. We are proud of 
these numbers and believe they are proof that the Stafford Loan 
Program is working and working well. However, we share your 
concerns that budgetaiy constraints have forced our Nation's stu- 
dents to borrow to support their education. 

The number one priority of the National Council of Higher Edu- 
cation Loan Programs during the reauthorization of the Higher 
Education Act in 1986^6 was to reverse the trend toward loans 
and moving away from grants, especially the Pell Grant program. 

As of fiscal year 1987, approximately $77.4 billion had been made 
available to students since the beginning of the guaranteed student 
loan program in 1965. Of this amount, approximately $42.8 billion 
was outstanding either in repayment or supporting students cur- 
rently in school. Last year, defkult costs were projected to reach 
$1.6 billion. However, through a combination of Federal and guar- 
anty agency efforts, they actually amounted to $300 million less 
than anticiuated. For fiscal year 1989, it is estimated that the De- 
partment of Education will pay $1.8 billion in default claims. 

For the record, I must note that these numbers represent gross 
cost to the Federal taxpayer and not the actual cost to the Treas- 
ury. 

All in all, collections this year are expected to reduce the total 
Federal obligation by one-third, or approximate^ $600 million. 
However, there is no disputing that the default costs are much too 
high and tl at default rates at some schoola are intolerable. 

The defpdlt initiative announced by Secretary Cavazoe is de- 
signed to reduce these costs. I applaud the Secretary's actions, and 
I pledge the ftill support of my agency and the beuef that all the 
guaran^ agencies in makins this Initiative work. 

The default initiative wm give us more tools to take further 
action. There is no question that delayed certification and disburse- 
ments of loans to first-time borrowers at :k;hools with a cohort de- 
fault rate of more than 30 percent will significantly reduce default 
rates. 

Similarly, the requirement of a pro rata i-efund policy will sub- 
stantially reduce the borrower's indebtedness if he leaves school 
early. 
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It also makes eirinent sense to prevent institutions from accredi- 
tation-shopping. I am sure that you and your staffSi as we have 
today, heard schools complain, and others, concerned about the 
data on cohort default rate distributed by the Secretary at his 
press conference as being inaccurate. 

In some measure, the schools are correct. The data for the 1986 
cohort default rates were taken from tapes submitted by guaranty 
agencies to the Department of Education. At the time the data 
were collected, participation in the tape dump was totally volun- 
tary. The National Ciouncil of Higher Education Loan Programs, in 
cooperation with the department, revised the data collection instru- 
ment and made participation mandatory. 

The coimcil is working wlosely with tlie department to make cer- 
tain that ^e current tapes submitted by the guaranty agencies re- 
flecting the fiscal year 1988 activity are accurate and complete. 

However, I must note that with all the inherent flaws in the ex- 
isting data, it cannot be totally ignored. A school showing a 50, 60, 
or 70 percent default rate under the Secretary's data cannot expect 
to fmd that technical corrections and updated information will 
transform them into a 10 percent default school. Reducing defaults 
takes hard work. 

The very existence of a cohort default rate is confusing to many 
schools and to the general public, since this concept did not exist 
prior to 1987. I would urge the subcommittee to legislate several 
definitions, for comprehensive programmatic purposes: (1) an 
annual default rate with both gross and net figures; (2) a cumula- 
tive default rate with gross and net figures; (3) the cohort default 
rate that we have already talked about, and (4) a ''trigger'* deilault 
rate. 

The agency's ''trigger" rate, which is the number that deter- 
mine£ the level of an agency's reinsurance, should be published 
along with the cohort rate. 

Mr. Chairman, the National Council of Higher Education Loan 
Programs and I are supportive of the regulations promulgated by 
Secretary Cavazoe. We believe that they have the potential to sig- 
nificantly reduce both loan default rates and default costs. I am 
confident that we can work closely with the Secretary and his staff 
to assure that the defaults in the Stafford Loan Program are suc- 
cessfully reducctd to the minimum level achievable. We look for- 
ward to receiving the language of the department's legislative pro- 
posals and to working with the subcommittee and its staff in their 
consideration. 

Thank you for inviting me to appear before you today, and I 
would be happy to answer an> questions. 
Senator Pell. Thank you very much. Dr. P?ippin» 
[The prepared statement of Ehr. Flippin follows:] 
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PREPARED STATEMENT OF JAMES L. FLiPPIN 

Mr. Chairman and Members of the Subcommittee. My name is James L. Flippin, 
and I am Director of the Mississippi Guarantee Student Loan Agency and current 
President of the National Council of Higher Education Loan Programs. I am 
extremely happy to appear before you today to discuss issues in the Stafford 
Loan Program and, especially, the recent announcement of the Secretary of 
Education's Default Initiative. 

As you are aware, the Stafford Lc<in Program (comprised of Stafford Student 
Loans, Supplemental Loans for Students, PLUS Loans for parents, and 
Consolidation Loans) is the largest single program of Federal financial aid for 
students attending institutions of postsecondary education. Last year, lenders 
in the program made approximately $11.8 Billion available to students and their 
parents; this year, the Department of Education estimates that $12.2 Billion 
will be loaned to 4.6 Million borrowers. 

While those of us who have dedicated our professional lives to making 
posuecondary education available to all individuals who can benefit from it 
are proud of these numbers, and believe they are proof thai the Stafford Loan 
Program ix woricing, and working well, we share your concern that budgetary 
constraints have forced our Nation's students to borrow to support their 
educations. The number one priority of the National Couucil of Higher 
Education Loan Programs during the 19S5-96 reauthorization of the Higher 
Education Act was to reverse the trend towards loans and away from grants, 
especially Pell Grants. I am confident that the Council's position will remain 
equally strong as this Subcommittee undertakes its reauthorization efforts in 
Fiscal Year 1990. 



ERIC 20-U3 0 - 90 -7 




T 



190 



Limited growth in tpproprittions for Pell Grants and college^btsed 
programs, growth which his failed to keep pace with rising college co9ts, has 
unfortunately pushed Stafford Loan volume to new heights year after 
year. As of FY 1987, approximately S77.4 Billion had been made available to 
students since the beginning of the Guaranteed Student Loan Program in 1961 
or this amount, approximately $42.8 billion was outstanding-either in 
repayment or supporting students currently in school. 

Numbers of this ougnitude give rise to large numbers in default. While the 
annval default iilft has remained relatively steady, and even declined, over the 
past decade, the dollar cost to the Federal government has steadily risen, 
reflecting the increased lending volume to which the percentage is applied 

Last year, default costs were projected to reach $1.6 Billion. However, 
throufh a combination of Federal and guaranty agency efforts, they actually 
amounted to $300 less than anticipated. For FY 1989, it is estimated that the 
Department of Education will pay $1.8 Billion in default claims. It is my 
hope, and belief, that actual costs will be correspondingly less. 

For the record, I m 4St note that these numbers represent gcflU cost to the 
Federal taxpayer, not the actual cost to the Treasury. Guaranty agencies 
cont'.nue to collect on defaulted loans after claims are filed for Federal 
reinsurance, and 70 cents of each dollar collected is returned to the Federal 
Government Almost ail guaranty agencies participate with the Department cf 
Education and the IRS in assuring that potential income tax refunds of 
defaulted borrowers are seized and used to repay their Stafford Loans. And 
Departmental collection agencies are still attempting to recover on defaults 
incurred in the old Federnl Insured Student Loan Program. All in all, 
collections this year are expected to reduce the total Federal obligation by 
one third, or approximately $600 Million. 
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However, there is no disputing that default costs are still much too high, 
and that default rates at some schools are intolerable. The Defaul 
Initiative, announced on June 1 by Secretary Cavazos, is designed to reduce 
these costs and weed the "bad apples" out of the Program so that it can 
continue to make aid available to the millions of students at responsible 
institutions. I applaud the Secretary's actions. I believe that they have the 
potential to maice a significant impact on the default problem currently 
confronting the Program. And I pledge the full supnort of my agency and, I 
belicvCt all the guarantors to making the Initiative work. 

All agencies conduct program reviews of their major schools, and their 
"problem schools," to make certain that all the rules and regulations are being 
properly complied with. Most agencies have undertaken Limitation, Suspension, 
and Termination actions against schools which have shown absolutely no capacity 
to administer the program under the law. Many of the highest default schools 
listed in the Department's list of 1986 cohort default rates are already out of 
business because of actions taken at the State level by the guaranty agency. 
At least one State has already announced plans to require Default Management 
Plans of all of its schools with default rates of more than 25%. The Default 
Initiative will give us all more tools to take f urthet actions. 

There is no question that delayed certification and disbursement of loans 
to first-time borrowers at schools with a cohort default rate of more than 30% 
will significantly reduce default cosU. A student who has "walked in and 
walked out" of a school - whether a four*year institution or a trade school — 
feels no obligation to pay off a loan for education he did not receive. After 
all, he received nothing of value and h^s no greater chance of beicg employable 
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than he did before his viiit to the school. The fact that the debt is owed to 
a lender which is totally separate from the school is irrelevant to him. The 
loan is almost certainly a default. 

But if he must remain in school for 30 days before receiving his loan 
procreds, he will have shown a level of persistence that bodes welt for his 
completion of his education. If he completes, research shows that he is far 
more likely to repay. 

Similarly, the requirement of a pro raU refund policy will substantially 
reduce the borrower's indebtedness if he leaves school early. Current law 
requires each institution to have a refund policy. However, in some cases, an 
institution has used a "no refund" policy to fulfill the requirement, 
maximizing both its return on the student loan and the amount of indebtedness 
(and probable default) imposed on a borrower. If a school is required to have 
a moderate pro rata refund policy, refunds due early school-leavers can be 
applied directly to reduce the amovnt of their debt - and any potential 
Federal cost if they subsequently default. 

The policy makes eminent sense for the Stafford Loan Program, and it would 
seem to make sense for all Federal student aid programs, as the Department will 
propose through legislation. 

This Subcommittee originally authored the prohibitions contained in current 
law against use oi' commissioned salesmen in conjunction with receipt of Federal 
student financial aid. That language has successfully closed down some of this 
shady practices that had been brought to the Subcommittee's attention. 
However, lome unscrupulous schools have skated close to the language of the law 
and, I believe, clearly beyond its intent, by continuing to use commissioned 
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recruiteM but stltried fintncial aid counsellors. Although I hive not leen 
the Department's proposed language concerniiig prohibition of commissioned sales 
rt^presentatives for recruiting and admitting activities, I support the concept 
of further cracking down on questionable practices. We have all read too much 
iu the press about recruitment in unemployment lines and among the homeless to 
let these practices continue. 

It also makes eminent sense to prevent institutions from "accreditation- 
shopping." The current ability of a school to seek alternate accreditation 
when it is subjected to question or disciplinary action by its accrediting 
agency can make it impossible for an accrediting agency which is trying to 
enforce high standards on its schools to succeed in cleaning up its industry. 
Guaranty agencies faced the same problem prior to the 1986 Amendments in 
undertaking Limitation, Suspension, and Termination proceedings against an 
institution. The institution would simply seek another guarantor and continue 
to 'rip off its students. This Subcommittee was instrumental in closing that 
loophole in the 1986 Amendments, and I would recommend that it look favorably 
on a similar provision with relation to accreditation. 

I am sure that you and your staffs have heard schools' complaints that the 
data on cohort default rates distributed by the Secretary at his press 
conference are inaccurate. In some measure, the schools are correct. The data 
for the 19S6 Cohort Default Rate were taken from tapes submitted by guaranty 
agencies to the Department of Education reflecting their guaranty activity for 
the fiscal year. Yet, at the time thecv uat? were collected, participation in 
the Tape Dump was totally voluntary with guarantors aid many of the information 
fields were optional, depending on the guarantor'* computer system. Since in 
the development of the Tape Dump it had never been contemplated that the 
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information would be used to develop a cohort default rate» one of the optional 
fields in the format wai the critical field of 'Student Statua." Entire 
States, such as Rhode Island, did not fill out thia field. Therefore, when the 
Department decided to develop data by school based on the date borrowers 
entered repayment, those States* data could not be incorporated in the totals. 

NCHELP, in cooperation with the Department, revised the data-collection 
instrument and made participation mandatory. "Date borrower entered repayment" 
beesme a mandatory data element in 1989, and aiencies were required to provide 
this information on all their borrowers for the first time. 

The Council is working closely with the Department to make certain that the 
current tapes submitted by guaranty agencies, reflecting FY 198S activity, ire 
accurate and completa We are confident that, working together, we can provide 
the data necessary for the implementation of the regulations* delayed 
certification requirements on October 1, 1989. 

However, I must note that, with lU the inherent flaws in the existing 
data, it cannot be totally off the mark. A school showing a 50, 60, or 70 
percent default rate under the Secretary's dau cannot expect to find that 
technical corrections and updated information will transform it into a 10 
percent default school. Reducing defaults takes hard work, as guaramy 
agencies have found. The Departmentf I regulations merely as!; schools to share 
in the overall effort already required of guarantors and lenders. 

The very existence of a "cohort default rate" is confusing to many schools 
and to the general public, since this concept did not exist prior to Secreury 
Bennett's announcement of his proposed initiative in 1987. While the cohort 
rate is useful for the purposes ' of the Initiative, since it is th^ most 
sensitive to activitieii undertaken by schools to reduce defaults, it should not 
become the only measure used to describe the Stafford Loan default situation. 
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I would urge the Subcommiuee to leglsltte several definitions, etch useful 
for t specific purpose, tnd to require the Deptrtnent of Education to calculate 
and to publicize each one, along with appropriate explanations. For comprehen- 
sive programmatic purposes, we need all of the following: 

Annual default rate, both trota and net 

Cumulative default rate* both aroaa and net 

Cohort default rate 

Trigger* default rate. 
Traditionally, annual and cumulative default rates have been used to 
measure default rates in the Stafford Loan Program. However, all too often the 
Administration has publicized only the gusi rate, or rate reflecting the total 
amount claimed by guaranty agencies. The nfii rate, reflecting the dollars 
collected by guaranty agencies and defaulters returned to repayment status, is 
too often downplayed or ignored. 

Similarly, the agency "trigger" rate, that sututory calculation which 
determines the level cf an agency's reinsurance, should be publicized along 
with the cohort rate, since it reflects an agency's claims experience as a 
percentage of its entire repayment portfolio. 

There are a couple of issues in addition to the Default Initiative that the 
Subcommittee may wish to consider at this time, prior to reauthorization: 

Stafford Student Loaii (HSU InterMt Rate and "Winrff^ il" Pfoviaioni; 
Currently, new borrowers pay S percent interest for the first four years of 
their repayment period and 10 percent thereafter. In addition, lenders are 
required annually to calculate whether they received a "windfall" and, if 
so, to rebate that amount to the student's account 
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The ipiit interest rate and the "windfair requirement are extremely 
burdensome for lenders and, in many cases* threaten to prevent the 
administrative consolidation of a student's loans to simplify his repayment 
obliaatiOQS. While this may be ao iuue best left for reauthorization, if it 
is budaetarily possible to repeal the stepped interest rate and "windfall* 
provisions tt this time, I believe that such action by the Subcommittee would 
be in the proaram's best interesti As the press has reported, leuders are 
curtailina their participation ia the loan proaram, or are droppiaa out 
altoaether. Return to a flat rate SUfford Student Loan would be a strona 
sianai to the lendina community that the Conareu is sympathetic to their costs 
and concerns about contlnuina to lend to students. 

Mismatch between PLUS/5LS Boffower Intcfcit Rare ^nd L^nd^r Sa^cial 
Allowance! In Fiscal Year 1990, for the first time. Treasury bill rates are 
hiah enouah that the annual borrower interest rate will be capped at 12 
percent However, under current law, lenders are unable to project their yield 
on PLUS/SLS loans, lince their Special Allowance paymenu will be tied to the 
averaae cost of 91-day T*bills for each quarter, rather than to the 52-week 
T*bill on which the borrower's interest rate is calculated. If the 
Subcommittee decided to move legislation affectina the Stafford Loan Proaram, 
it may wish to deal with this anomaly at that time. 

Lender of Lait Remrt! Much publicity has also been generated about lender 
decisions to limit or discontinue lending to students attending high default 
schools or, in some cases, attendtna any proprietary institution. While NCHELP 
proposed the Lender of Last Resort lanauaae contained in the Stafford Loan 
Program, which would make the auaranty aaency a State's lender of last resort. 
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it WIS anticipated at the time that any loan*availability problems would be 
teogtaphic in nature, af/ecting all or part of a State, as had been the 
historical pattern. 

Today, however, although we have no evidence that any student is unable to 
obtain loan capital, there is great concern in the proprietary community that a 
problem may emerge later this year. The Council would be happy to meet with 
the Subcommittee and its suff to develop workable alternatives to assure that 
me lending responsibility remains with the lending community and that all 
eligible borrowers continue to receive Stafford Student Loans. 

Mr. Chairman, the National Council of Higher Education Loan Programs is 
generally supportive of the regulations promulgated by Secretary Cavazos. We 
beli.^ve that they have the potential significantly to reduce both loan default 
rates and default cost«. I am confident that all NCHELP members will work 
closely with the Secretary and his staff to assure that defaults in the 
Stafford Loan Program are successfully reduced to the minimum level achievable. 
In addition, we look forward to receiving the language of the Department's 
legislative proposals and to working with the Subcommittee and its staff in 
their consideration. 

Thank you for inviting me to appear before you today. I would be happy to 
answer any questions that you might have. 
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Senator Pell. Dr. Burnett. 

STATEMENT OF CALVIN W. BURNETT. PRESIDENT, COPPIN STATE 
COLLEGE, BALTIMORE, MO, ON BEHALF OF NATIONAL ASSO- 
CIATION FOR EQUAL OPPORTUNITY IN HIGHER EDUCATION 

Dr. Buiunrrr. Good afternoon. Thank you, Mr. Qiairman, and 
members of the committee. 

I am Calvin Burnett, president of Coppin State College in Haiti- 
more, MD, and a member of the board of directors of the National 
Association for Equal Opportunity in Higher Education, which has 
just celebrated its 20th anniversary as a voluntary independent as- 
sociation of 117 Historically and I^ominantly Black Colleges and 
Universities. 

Mr. Chairman, I would apologize if some of my remarks, which 
will be brief, will be in vague and uncertain outline. Based upon 
the Secretary's presentation, I had to evise some of my revised tes- 
timony. 

I would like to address three topics that are most important to 
the NAFEO institutions ajid to the Nation. First, the President's 

1)ropoeal for endowment challenge grants to Historically Black Col- 
e^er and Universities; second, the student loan default reduction 
initiatives, and third, the participation of Black collies and uni- 
versities in TRIO programs. 

First, in terms of the 117 NAFEO institutions located in 24 
States and the District of Columbia as well as the Vijrgin Islands. 
These institutions enroll about 285,000 students and graduate 
about 80,000 students annuallv, approximately one-third of all 
Blacks who graduate with imdergraduate, graduate, and profes- 
sional degrees. 

Since 1966, these institutions have awarded approximately half a 
million degrees. The migority of these students are from families 
that are at or below the poverty line, and a higher education would 
not be possible without the Federal student aid. 

And nere I must say to you how much we appreciate our efforts 
over the years in making sure that student: have equal access 
throuffh student financial aid, sir. 

And I woukl say to Senator P&ol Simon that we of the Historical- 
ly Black Colleges and Universities owe you a debt of gratitude we 
will never be able to pay. We appreciate that, sir. 

The statistics that I have cited can be judged against the 3,000 
majority institutions in this country that graduate the other 70 
percent of minoritj^ students. So that we are talking about 8 per- 
cent of the institutions in higher education that graduates 80 per- 
cent of the minority students, which is a very important point in 
terms of lesislation and the implementation of regulations as they 
imMict on these institutions. 

First, regarding the endowment challenge grants, the Black col- 
lege community applauds both the President's proposal to add $60 
million over four years to Title III, Part C of the Ifigher Education 
Act, and Chairman Pell's coeponsorship of this legislation. These 
efforts, equally as important to the Historically Black Institutions, 
recognize the historical role of HBCU's as providers of equal oppor- 
tunity and qiudity education for Black Americans and the need to 
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assure their future in fulfilling the Federal mission of equal access 
and choice. 

Here I might add there are not incompatible dimensionc existing 
between quality and excellence and access. It is in balancing those 
needs for our great Nation that we recognize that quality and ex* 
cellence in programs are very much needed and are constantly 
striving to achieve that goal. 

Regarding the student loan default reduction initiatives, the Sec- 
retuy eased our minds considerably in some of his presentation. 
Tlie sensitivity and reasonableness with which he is approaching 
this is a considerable improvement over the regulations that they 
had been initially projecting. 

However, there are sail some areas we would like to offer for 
your consideration that possibly could be revised. One, the default 
thresholds. We remain concerned that default threshold or default 
rates are not in themselves related to the effectiveness or the effi- 
ciency of the management of that program. And it is often reflect- 
ed in that way. The money in default versus people in default. And 
in many instances, these are not related. 

And I have to finish up here. 

The fmal thing has to do with the participation of Historically 
Black Colleges and Universities in TRIO programs. That is a great 
program. We hope that it is continued to be funded as it is. And it 
solves some of the problems involving graduation, retention, and 
these other problems that we are concerned v/ith. 

Tliank you very much, sir, for this opportunity to make this pres- 
entation. 

[The prepared statement of Dr. Burnett follows:] 
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Good Morning, x aii br, Calvin !!• Burnstt, r^^aaidsnt of Coppin 
8t«ty collsgs in daltiaor«« Maryland, and mmwb^v of th« Board of 
Diractora er tha Mational Aaaooiation for Equal Opportunity in 
Highar Sduoation (MAFEO) vhioh haa juat calabratad ita 20th 
annivaraary aa tha voluntary indapvndant aaaooiation of 117 
hiatorxoally and pradomlnantly hU^ eollagaa and univaraitiaa, 

Mr. Chairaan and aaabara of tha Subconittaa, Z aa vary 
dalightad to taatify on bahaJf of MAPEO nnd the inatitutiona it 
rapraaanta. z vould liXa to addraaa thraa topioa that ara aoat 
important to NAP£0 inatitutiona and to tha Nation; 

(1) Tha praaidant'a Propoaal for indovaant Challanga cranta for 
Hiatorically BlaoX Collagaa and Univaraitiaa (HBCUa) i 

(2) Tha studant Loan Dafault Raduotion Znitiativaa; and 

(3) Tha Part ioipat ion of Blaok collagaa and Univaraitiaa in TRZO 
Prograaa . 

Bafora Z addraaa thaaa topica, X vould lika to aaXa a fav 
ooaaanta about MATEO inatitutiona, in ganaral, and Coppin Stata 
Collaga, in particular. Tha 117 MAFEO inatitutiona, looatad in 24 
atataa, tha Diatriot of coluabia, and tha Virgin Zalanda, anroll 
alaoat 285,000 atudanta and graduata 30,000 atudanta annually, or 
approxiaataly ona-third of all Blaoka vho graduata vith undar- 
graduata, graduata, and profaaaional dagraaa. Sinoa 1966, thaaa 
inatitutiona hava avardad approxiaataly half a aillion dagraaa. 
Tha aajority of thaaa atudanta ara froa faailiaa that ara at or 
balow tha povarty lina, and a bighar aduoation vould not ba 
poaaibla vithout Padaral atudant aid. 
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Mlatorlcally, thmmm Inatltutlona h«v« bmmn ths grMtsat 
producsra of Black allltary offloara, bualnaaa axacutlvaa, alactad 
offlclala, Fadaral judgaa, and phyalolana, Foundad to aarva thoaa 
who had baan aavaraly orlpplad by alavary and povarty, hlatorlcally 
BlacX collagaa and unlvaraltlaa (HBCUa) hava continual through tha 
yaara to alavata dlaadvantagad youth to produotlva and craatlva 
laadarahlp. Thalr graduation rataa, In partloular, ara unrlvalad 
and attaat thalr contlnuad viability and laportanca aa national 
raaourcaa. Although BlacX atudant anrollnant haa dacllnad nation- 
ally, BlacX collagaa and unlvaraltlaa ara axparlanclng an Inoraaaa 
In BlacX sala and faaala anrollaant. 

Foundad In 1900, Coppln Stata Collaga^ vhara Z hav j aarvad aa 
Praaldant alnca 1970, la a aodal urban Inatltutlon vlthln tha 
Maryland Educational Syataa and aarvaa tha Baltlaora araa pri- 
marily. Zn addition to Ita traditional llbaral arts progran, 
Coppln, In cooparatlon with tha Unlvaralty of Maryland, off ara dual 
dagraa prograna In anglnaarlng, dantlatry, pharmacy, and a 
cartlf Icatlon program In aoolal vorX. Savaral maatara prograna ara 
of farad. Including criminal juatloa and rahabllltatlon counaallng« 
Zn Ita rola aa tha aduoatlonal acurca for tha Baltlmora community, 
Coppln offara tvalva dlffe^rant outraach programs to varloua 
aagmanta of tha population. Our Fall 198S anrollmant was 2240, and 
approxlAataly 85% vara on Fadaral atudant aid. 

Aa Z procaad, Z vlll provlda aoaa additional oommanta about 
tha Impact of tha toplca Z Hill addraaa on Coppln stata Collaga. 
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»»««idMti« vroposftl for niAoMtst otellMffs «»«Bts 
for SiotorioAlly luok oollttgoo bb4 imiToroitioo {B.M, 
tkm littoatioMa bbo^xxmoo aot 9t i»s») 

Tho Block 0011090 eoMunlty applaudo both tho Prooldont'o 
propoool to odd %$o Billion ovor four yooro to Tltlo 111, Port C 
of tho Hl9hor sduoatlon Act for IndovBont Chollongo oronto for 
HBCUo and cholrMti Poll'o oe<-oponoorohlp of thlo propoool Intro- 
ducod by Sonotor Kooooboua. Thooo offorto rocognlio tho hlotorlc 
rolo of HBCUo 00 tho provldoro of oquol opportunltloo ond o quollty 
oducatlon for BXook Aaorloono ond the nood to onouro tholr futuro 
In fulfilling tho Fodorol aloolon of oquol oooooo ond cholco. 

Tho lovol of ondovBonto at Blook collogoo ond unlvoroltloo lo 
diovoll/ lovor thon ot thoir vhito countorporto . in 1917, tho 
total ondowBonto ot our 42 prlvato Blaok oollogoo, vhloh aro also 
BOBboro of tho Unltod Nogro Collago Fund (UNCF) , vao $295 Billion 
with an avorago ondovBont of $7 Billion. Thlo loval roproaonta 
about an 111 Inoroaoo ovor tho provlouo yoar. 

On tho othor hand, tho Motional Bduoatlon Aoooolatlon (KBA) 
xoportod that ondovBonto ohovod a 13.11 Inoraaoo nationally In 1917 
which vao about half tho rato of tho provlouo yoar. Baood on a 
saMplo of 50 ondoVBonto, docllno irao attrlbutod to tho ootobor 19 . 
1997f atook Barkot orooh, Tho MIA Hating of tho 120 largoot 
ondovBonto in 19«7 ohovod a high of $4.0 billion and a lov of $66.1 
Billion, ono Blaok oollogo vao rankod In tho top I20f and It 




203 



ranked 109th • Tha Inatitutlon which rankal aard had an andovaant 
of %29B «llllon which axcaadad tha toul andowaanta for 42 of our 
lour yaar pi'lvata Black Inatltutlona, At thaaa 43 Inat utlona, 
tha avaraga andowmant par PTE (full-tlM aqulvalant) atudant waa 
$6,710. Tha national avaraga andowaant for all prlvata Inatitu- 
tiona par FTS atudant waa |lt,loa# alaoat thraa tlMa tha avaraga 
at 43 Black prlvata inatitutiona. 

Tha andovaant pictura at public Black collagaa la avan aora 
diatraaalng. In 1985, tha total andovawnt for 33 of our four yaar 
public Black collagaa waa $30.7 aillion. Raraly haa an andovaant 
axcaadad $3 aillion, and tha aajority ara vail balow a aillion 
dollara. For axaapla, tt.t andovaant at Coppin Stata Collaga ia 
$900,000 in contraat to tha andovaanta of $a aillion at BAltiaorM 
City collaga and ovar a half billion dollara at Johna Hopklna 
Univaraity. 

Tha lovar andovaanta at Bxack collagaa ar<; univarsitiaa 
raflact not only tha . ict that fund raiaing capabilitiaa ara 
lialtad, but alao tha fact that thaaa Institutiona do not hava an 
abundanca of vaalthy alunni on vhlch thay can dapand. In addition, 
tha liaitad ovarall financaa of thaaa inatitutiona raquira that tha 
aajority of thair raaoureaa ba uaad for prograa and facility 
oparationa. Oftantiaaa, vhara poaaibla, andovaant aarninga auat 
ba uaad to oparata rathar than to rainvaat. 

Tha fact that tha aajority of our racant aliuni -graduata with 
high atudant loana, hava haavy faaily raaponaibilitiaa, and ara 
aaployad at a lovar aval than vhitaa, according to tha Canaua 
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BuMUf •x«c«rb«tft« th« problM of lov aluanl support. Consoquont- 
lYi Mny yoaro My tranoplro aftor graduation boforo our alusnl 
•ro In • tlnanolal pooltlon to mmkm oubotantlal contrlbutlono to 
our Inotltutlonc. 

Whon tho Bndomont Prrhv^a vao author ^sod undor Titlo ZZZ in 
1993 1 thoro vas a Mt*aaida provlalon that raaultod in tha awarding 
of approxlvatoly «5 VMll grants (i.o.^ Xooa than $500«000) to 
Blaok oollogoo batvoan 19I4 and 1M€. Tha aat-aaida provlaion vaa 
not ratalnad In tha 1996 aMndaanta which oontributadi In parti to 
tha daollna In Blaok eollaga participation. Zn 1997, only 3 granta 
want to Black collagaa out of 39 avardad, and in 1999| only 9 
granta want to Blaok collagaa out of 24 awarda. 

Mr* Chainan* if tha propoaad |ao Million ovar 4 yaara could 
ba awardad to HBCOa* tha highaat lavala of laadarship would aand 
s Maaaga to tha JIation that thaaa inatitutiona ara truly appraci- 
atad aa national raaourcaa, and thay auat ba ptaaarvad and aaaiatad 
in thair purauit of axcallanca by both tha public and privata 
aa^tora* Tha fact that tha 9150|000 andowaant grant racaivad by 
Coppin Stata Collaga in 1999 ganaratad an additional $300,000 
attaata tha vultipliar offset of thaaa Chall$))ga Qranta. 

Although tha Cosby donation of 920 villion to Bpalaan collage 
■sy not ba fraquantly aatohad, thia daaonatration of radaral com- 
■itaant would provida a good ativulua for privata aaotor philanthr- 
opy. Moraovar« tho radaral Govamaanti aarving aa a catalyat for 
ganarating privata aactor andowMnt aupport to inaura tha futura 
of Black collagaa and univaraitiasi would ba raaponaiva to tha 
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lagaoy of th« l«t« Dr. rr*d Patttraoni fonar Prssidsnt of TuaX*9«a 
Univaraity* foundar of UlfCPi and oha«pion of tha EndowMnt 
Ghallanga orant Prograa. Va concur that "thia propoaal la tha 
right propoaal «t tha right tiM." 

Tha 100th Congraaa acknovl«dgad tha lagal olaia of HBCUa to 
a program of inatitutional aaaiatanca to rasady paat diaori^inatory 
aotiona by authorising tha Blaok Colltga Act (Strangthaning HBCUa 
Prograa* Titla IZX, B) undar tha Highar Education Aot AMndMnta 
of 19B6. Thia program providaa aaaiatanca to HBCUa to iaprova 
thair progrwur faoultyi Mnagaaantr And phyaical plant. Othar 
inatitutiona which '«rva larga nuiibara of lov-incoM and minority 
atudanta tacaiva aiailar aupport undar tha Stronothaning Oavaloping 
Inatitutiona PrograM (Titla ZXZ, Part A). 

Aa you knowi inatitutiona aligibla for aupport undar Titla 
ZZZ A and B ara aligibla for BndovMnt Challanga cranta undar Titla 
XZZ c. Although thaaa prograaa hava not baan fully fundad at tha 
authorisad laval ainca tha 19B6 raauthoriiation, thara hava b«an 
annual incraaaaa in tha appropriationa . tra faal that thia if^ 
avidanca that tha Congraaa baliavaa that atrangthaning thaaa 
inatitutiona vill atrangthan our mduoational ayataa and anhanoa our 
goala of aocaaa and aquity. Aa va puraua graatar andomant 
aaaiatanca for HBCUs« wa hopa that ttta Congraaa vill auatain and 
incraaaa ita afforta to atrangthan tha prograaa and faoilitiaa of 
HBCUa and othar inatitutiona aarving larga nuabara of Minority and 
diaadvantagad atudanta. 
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Aftsr thr«« y«ar» of •xp«rl«nc« In th« Strsnsfthsnlng HBCU 
Pro9rmB, th« prscvldsnta of HPCUa h«v« agrssd that aoM adjuataanta 
ahould b« aada in tha allocation procaaa. Slnca tha andovaant 
propoMl would raqulra a ohanga In tha Tltla ZIZ atatuta, va hopa 
that, aa 8.695 prograaaaa, you would ba willing to «aka a faw 
taohnioal corractiona in Part B, aa wall aa Part that would 
raault in a aora aquitabla diatribution of awarda for tha undar- 
groduata and graduata inatitutiona. At a latar data, wa will 
oonfar with oouiittaa staff on thia iaaua and on any afforta that 
wa can undartaka to «aka tha andowaant propoaal a raality. In 
addition, wa want to work with ataff in datanining tha 
BOdificationa nacaaaary to anaura that tha atart*-up data of tha 
Zagialation ia ooapatibla with tha authorisation dataa and othar 
apacifioationa in tha axiating atatuta that sight ba affactad. 



iat na raatata tha fact that wa faal that tha Prasidant*a 
andowant propoaal ia aincara and well ooncaivad, and va fully 
aupport it and ooaaand your laadarahip, Chairaan Pall, on tha 
Educational Ex'sallanca Act. Hovavar, thaaa afforta ara in graat 
contraat to tha novavant to maka inatitutiona ahouldar tha ra- 
aponaibility for atudant loan dafault raduction« Wa ara alamad 
at tha potantial daatiruction to NAFEO inatitutiona that could 
raault from aoaa of tha raoant dafault raduction initiativaa; Tha 



Tha Itudant Loan Dafault maduotlon znitiativaa 
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lapBOt of th« dsfault r«ductlon InltlatlvM on NAFEO Inatltutlona 
tsndB to oldud th« nobis •fforta of th« PrMldant and ths aponaora 
of 8.5M. 

tefora dotalllng aoM of our apaolflo ooncttrna About tha 
Dapartaant'a dafault Initlatlvaa, va want to again raioa ao«a 
policy laauaa that say ba ovarloolcad in our quaat to oatoh prograa 
abuaara, curtail budgat dralna, and laprova prograa aanagaaant. 
rirat, V naad to i:a-avaluata why our radaral policlaa panlt ua 
to forca low-lncoaa high rlak atudanta Into borrowing larga auaa 
of Bonay aa a pra-ragulalt« to aqual opportunity or cholca. Va 
■uat raallxa In tha faca of vary convincing data that our aqual 
opportunity aganda auat ba aultl-facatad to inoluda tha hlghar 
funding of grant prograaa and prograaa Ilka TRIO that halp atudanta 
with acadaalc and financial daflclta graduata and find joba that 
anabla thaa to rapay. Sacondly, wa naad to raoonaldar any approach 
to dafault raaadlaa that could erlppla Black collagaa and unlvar- 
altlaa-«tha hlghar aducatlon aaotor that haa baan and contlnuaa to 
ba tha Boat affaotlva In providing a quality aducatlon for larga 
nuMbara of Black Aaarloana. Ha naad to atop looking at and 
traatlng thaaa Inatltutlona^ which pavad tha road to aqual oppor- 
tunity, tha aaaa way aa va do Inatltutlona which hava no alsllar * 
traok racord or alaalon. 

Baaad on tha dafault data laauad with tha Dapartaant^a 
Inltlatlv^a, tha following Impact can ba aaant 

!• 94 Inatltutlona ara Includad In tha 1986 COHORT OBPAULT RATE 
data, and tha avaraga dafault rata la 35.7%. 

2. 22,063 borrowara ^ntarttd rapayaant. 
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3. 5 Inktltutlona am abova 60% and vould b«i3oa« aubjaot to tS&T 
In tha flrat yaar. 

4. 35 Intttltutlona i^^a bcitvtaa 4U- 1 and vc4ld b« raqulrad to 
raduoa thalr ^ataa by 5% tt^r V... ur b« aubjaot to LS&T. 

5. 63 InP^itutlona ara abova 30% and vould ba raqulrad toi (1) 
dala;, loan cartlflot.tlon and dlaburaaaant for flrat-tlaa 
bp\rovara and (2) uaa pro-rata tuition rafund policy up to tha 

Id-point of tha pro^rra^/aaaaatar* 

6 83 inatitutiona ara abova 20% and vould ba raquirad to provida 
antranoa oounaaling to firat-tina borrrivara* 

7. 74 ara abova 25% and vould ba affactad by tba Sanata paaaad 
dafault raduction bill, 8.566. 

a. All of tha fiva Maryland inatitutiona ara abova 30%, and ona 
ia abova 60%; tharafora, all of thas vould ba hit by tha 
aavaraat raqulraaanta, 

9. Only ona of tha aavan South Carolina inatitutiona ia balow 
20%, and aix ara abova 40%. 

10. Our thraa Ohio inatitutiona ara abova 30%, and ona ia abova 
50%. 

11. Our ona Zllinoia inatitution ia ovar 30%. 

12. Tvo pf our aix inatitutiona in Kiaaiaaippi ara at 40%, 3 ara 
balow 30%, and ona ia balov 20%. 

Ha ara continuing to aaaaaa tha ivpact of tha initlativaa and 
ara not, at thia point, attaapting to da tail any of tha adainiatra* 
tiva and financial problaaa that va might axparianca in coaplying 
vith atiffar dua diliganca raquiraaanta. Ha appraciata all of 
sacratary cavaioa* afforta in liataning to tha concama of tha 
aducation conunity and in trying to davalop initiativaa that ara 
aanaitiva. Tha following eight iaauac ara among our broadar 
concarna about tha Dapartmant'a initiativaa: 

1. Default Thraaholda - tnatitutional dafault rataa ahould not 
ba uaad, bacauaa inatitutiona do not »aka or collact tha 
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loana* Purthsnors, It la pr«Mtur« to umm thmmm vmtmm to 
dstsnlns nanotlona without •vldonco that tho Inatltutlon * • 
practlcoa and pollcloa aro dlractly r«lat«d to tht eauaa of 
tha dafault problac. if Inatltutlona ara going to draatlcally 
raduoa dafault rataa, thay vlii b« coap«llad to aa«)c authority 
to Mka loan daclalona vhloh sight ultlMtaly cauaa that^ to 
dany adalaalon to tha atudanta that thay vara aatabllahad to 
aarva— a faar that aakaa institutional landing unattractiva 
to BlaoX coll«gaa. 
^' tt^- .yv in Dafault va. p^6»i^ in p^fnun- . if ona of tha goala 
ia to raduca tha dollara in dafault, dafault aanctiona (a.g., 
8.566) ahould alao ba aivad at inatitutiona vith high dollara 
in dafault. Many ir.atitutiona with high dafault rataa hava 
a ralativaly low nuBbar of atudanta and dollara in dafault. 
Evan whan thair dafault rata ia raduoad« tha aaount of dollara 
raturnad will not ba vary aignifioant. Tha aaauaption ia 
faulty that low dafault inatitutiona ara not abuaiva and high 
dafault inatitutiona ara. studanta ahould ba protactad 
wharavar thay ara. If raaadiaa ara appropriata, thay should 
halp atudanta avarywhara. 
3. rauitY Pati - Tha Oapartsant of Education haa adsittad that 
tha data uaad to da tarsi na dafaulta in 1917 wars faulty and 
tha prasant data ara alao faulty. This situation ahould ba 
olaarad up bofora any of tha dafault initi'^tivaa ara put in 
plaoa. Tha data pioblas ia aora diraotiy ralatad to ths 
accuracy of tha data than ths sathod of calculation^ although 
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•om« adBlnlatratora f««l that th« COHORT RATS vxaggsratsa th« 
default rata* 

4. Had Pubiioltv - Advartlalng dafault rataa and lanctiona vlll 
hurt tha Black oollaga immqm and inhibit our racruitrant and 
ratantion afforta. Ttia atudanta ara tha dafaultara-«-not tha 
inatitutiona— unlaaa program raviava daaonatrata that bad 
■anagaMUt praoticaa ara tha oauaa of tha dafaulta. Tha fact 
that dafault rataa ara vidaly publiahad for inatitutiona and 
not for landara or guarantaa aganciaa raaXaa tha inatitutiona 
tha culprita, avan though vany inftkitutiona ara iaproparly 
chargad. 

5* un«eninulQua Praetieaa - If inatitutiona or groupa of 
inatitutiona hava failad to infora atudanta that thay ara 
racaiving loana or hava in any vay abuaad atudanta » thaaa 
inatitutiona ahould ba tha targata of aanctiona varaua thoaa 
which ara aarving larga nuabara of lov«incoBa« firat ganara- 
tion oollaga atudanta vho ahould ba gatting granta inataad of 
loana. Inatitutiona vhich '.ava an axcallant racord of anroll- 
ing and graduating high riak atudanta ahould not ba groupad 
with inatitutiuna that do not hava a aisilar racord and/or 
atudant body, aivply bacauaa thay hava aisilar dafault rataa. 

6. Pro-rata Tuition Rafund - Rafund of tha GSL up to tha aid- 
point of tha aasaatar will placa a haavy burdan on inatitu- 
tiona with iiaitad raaoureaa. Hany BlactK oollagaa and uni- 
varaitiaa do not hava tha inatitutional raaouroaa to covar 
thaaa ahort-falla, avan with oraativa budgating. Thia 
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•anotion should only bii put in plaos vh«n • prograa r«vi«v 
d«t«niin«« th«t th.i institutionsl rsfund polioy im insppro- 
pri«t«. PropOMd Isgislvtion th«t would mxpmnd thi« polioy 
to sll studsnt ttid progrsu would b« sxtrmly dMaging. 
Existing tuition rsfund polios* h«v« b««n d««ign«d to fit 
.institutional Banagaaant and planning procaduraa. 
7- Dilavd Dlaburasaant tnr yir.^.^j,^ Borrower. . Gviarally, 
atudanta going to Blaok oollagaa and univaraitiaa, aapaoially 
thoaa off-oaapua, do not hava tha sxtra raaourcaa to covar 
paracnal and/or sohool axpanaaa that sight bs rsquirsd during 
ths 30-45 dsys dslsy. Ths institutions would slso sxparisnos 
ssrious ossh flow problsas during this Jntsria, bsosuss ths 
first-tias borrowsrs, voatly frsshasn, usks np ths Isrgsst 
group of borrowsrn snd rsquirs ths grsatsst saount of oostly 
institutional sarvioaa, 
8* Adaln A strati V goafc Aii«%fjnflt - If inatitutiona ara axpaotad 
to taXa on a graatar rola in tha collactiona procaaa, davslop 
axhauativa dafault aanagaaant plsns* snd oovsr lossss fron sn 
sxtsndsd tuition rsfund polioy snd dslsysd disburssasnt , an 
adainiatrativa ooat allovanoa ahould bs providad. 6uoh an 
allowanoa would rsduos tha liXalihood of tuition inoraaasa 
that Bay ba nacaasary to oovar thaua addad axpsnsas. it would 
bs appropriata to provida sn sdainiatrativa ooat allowanca for 
inatitutiona to covar aany of tha saaa axpanaaa that sra 
oovsrsd for landara and guarmntaa sganoiaa. 
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Tha smnhf Bill. fi.afiS . would also prMtnt soaa dlff lcultl»s 
for NAFEO InttltutloM. Givn thm 25% thrwhold, 74 of our 
Institutions would h% rtqulrtd to davalop default Bant^iM^nt plana, 
^f tha praaant cohort rataa ara uaad. Particularly troublato«a la 
tha fact that thara la no raprlava. If dafault wanagasant plant 
do not raault In algnlflcantly lowar dafault rataa In thraa yaara, 
tha dafault aanagaaant plan may ba axtandad and tha aoclo-aconomlc 
atatua of tha atudanta aay ba taXan Into conaldaratlon. 

Wa ara troublad by tha factai <1) that thara la no oppor- 
tunity to datarwlna tha Influanca of tha atudant population on tha 
dafault rata until aftar Initial dafault aanagaaant plana ara 
Inaffactlva and <2) that tha guarantaa aganolaa who »aXa loan 
daclalona ara tha aonltora. Thara doaa not aaaa to ba a raal 
racognltlon In tha varloua da*. -It raduction propoaala that nany 
of tha dafault probla»a ara attrlbutabla to tha natura of tha high 
rlaX population aarvad. Unlaaa wa davota raaourcaa to d«tamlnlng 
tha undarlylng cauaaa of dafault, wa will contlnua to offar 
aolutlona for probla»a— othar than loat ravanua— that wa do not 
undaratand and to litpoaa raqulra»anta on Inatitutlona that may do 
llttla to raaady dafaulta. 

In no way do tha BlacX oollaga adalnlatratora want to 
axonarata thaaaalvaa froa halping to solva tha dafault problaBs. 
Rathar, wa would llXa to offar our axpartlaa In analysing tha 
problaaa and arriving at aolutlona that would not iapada our 
prograaa and abllltlaa to aarva tha population which wa hava aarvad 
graatar than any othar oollaglata aactor. Bafora tha Dapartnantia 
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rftffulatlons go Into sff^ot and furthor loglolatlvo propp««l« mvm 
•dvaneod, vo fooX that « taole foro« of Black oollogo prooldanto 
•hould bo convonod to «dvls« tho DopartMnt and tha Congrooo on our 
•poolai cirouMtanoto and to ^tlly avaluato tha iapaot of thooo 
actlona» Thim rooonondatlon vao provlously sada In rooponoo to 
tho propooad ragulatlona along vlth aany of tho foragolng oooanto. 
At any rata* «a aro proaontly trying to aaeortaln tho full rango 
of oonoama of our Mwborahip regarding tho DapartMnt'o Initi- 
ativaa ao that vo vlll bo praparod to advlaa ao raquaatad« 



Unquaationab:.yi HAFBO la vary proud of tha involvosant of 
Black collagaa and univoroitlaa in tho alx TRZO prograaa and ia 
oupportiva of afforta to inoraaoo thair appropviationa and tha 
nuabaro aarvad. Trio prograu ara graat ouccaaa otoriaa that 
haighton tha Nation 'a ogual opportunity laago. Tha national Trio 
Day* calabratad acroaa tha Mationi ia a baacon of light for thoaa 
that would dara to droaa and givoa rooognition to thooo «ho havo 
ovarcoao tho vaotigaa of povorty and takan laadarship in thair 
profaaaiona and covunitiaa. Yha critical iaportanca of TRIO 
prograaa and nood fcr oxpanaion ara alao aaan in tho foracast of 
workforea 200D which olaatly indioatoo that tha productivity of 
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thla nation la ln«>ctric«bly llnk«d to tha •duoatlonal attalmisnt 
of th« dl««dv«nt«g«d population* ••rv«d by TRZO* 

Ssvsnty thvmm NAFEQ Institution* hoat TRIO prograu, and th«y 
r«o«lv«d $19«0 million In fund* In FY te vhlch fundod 140 projsqta 
and asrvod 39»6O0 atudonta, this partlolpatlon roprosants about 
10% of tha tota7 TRIO appropriation* 

Tvo raaaaroh atndlaa corroborata tha fact that TRZO prograaa 
aro axtraMly affaotlva In aohlavlng tho national goala of 
Improving acoava to oollega for dlaadvantagad atudanta and 
Incraaalng graduation rataa froa oollaga for thla population. A 
Raaaarch Trlangla Znatltuto atudy (1979) of Upward Bound ravaalad 
that progran graduatoa ara four tlaaa aa llkaly to graduata from 
collaga as alr.llar atudanta who did not havo banoflt of alallar 
prograaa. A atudy by tha SyatoM Oavolopaant Corporation (1981) 
of studant Support sorvlcaa found that oollaga fraahaan aarvad by 
TRZO prograaa vho raoalvad aupplaaantal counaallng, tutoring* and 
inatructional aarvlooa vara tvloa aa llkaly to ooaplata thalr 
freshaan yaar aa alallar atudanta vho did not raoalva tha^a 
aarvlcaa. 

Although thara ara no raoant atudlaa, va ara oonvlnoad that 
thaaa dlffaranoaa atlll axlat. Wa hava baan Inforaad that tha 
Dapartaant of Education la planning to undartaka a aaoond aat of 
atudiaa of TRIO prograaa naxt yaar. Tha Dapartaant la alao In tha 
procaaa of axtandlng Talant Saaroh aarvlcaa to junior high achool 
atudanta to ancouraga thaa to coaplata high aohool and contlnua 
thalr aduoatlon at tha poataaoondary laval. Aa tha boat of a 
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T«l«nt Stareh Proqnm, Coppln is particularly •xoltad about thla 



•xpanalon snd th« iM^d^d h«lp for th« Baltlaors arsa. 

Ms coMMnd th«a« afforta Mpaolally in light of tha avidanea 
that young Blaok valaa, in particular, loaa thair oonitMnt to tha 
achooling procaaa at a vary young aga. Ttiia attrition can ba aaan 
in tha fact that BlaoK valaa eurrantly rapraaant 13I of our x«-24 
yaar old Mia population but only 4% of Mia baooalauraata dagraa 
raoipianta. if va ara to ravaraa thia trand, avrly intarvantion 
ia naoaaaary to ancouraga thair aoadaaic paraiatanca and to 
oonvinca thaa that aduoation ia an avanua to upward awbility. Thia 
ohallanga auat ba undartakan by sll poraona and inatitutiona vhieh 
hava an intaraat in tha qualiv^^y of lifo in our oonunitiaa. 

TRIO prograu play an important rola in atudant loan dafault 
raduotion, Thay hava • provan track racord in incraaaing ratantion 
and graduations thua, thay aarva to anhanca tha attract ivanaaa of 
an inatitution to high riak atudanta vho raquira apaoial tutoring 
and counaaling. flinca thara ia a link batvaan dropouta and 
dafaultai inatitutiona which can ba halpad through tRio prograaa 
to iaprova thair graduation rataa of high riak atudanta will ba tha 
scat productiva in raduoing dafaulta. Suralyi va would ba battar 
adviaad to raduca dafaulta by providing tha aupport aarvioaa 
nacaaaary to halp tha high riak atudant graduata and aohiava tha 
aamin? powar to rapay loana rathar than to raatrict thair ehoica 
of coapatibla inatitutJona baoauaa of dafault rataa eauaad by 
fonar atudanta. 

ThanJL you for tha opportunity to praaant thaaa viawa. 
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Senator Pzll. Thank you very much. Dr. Burnett. I shall forgo 
any questions because of the time constraints. 
Senator Cochran. 

Senator Cochban. Thank you very much, Mr. Chairman. 

Let me just say that President Bush came to Alcorn State Uni« 
versity in my State of Mississippi to deliver the conmienoement 
speech this year. And it was a great occasion for many reasons. 
One was that it gave me an opportunity to mention the TRIO pro- 
gram, while hehcoptering into that campus on that occasion. I 
talked with the ofiGcials at Alcorn, includiiig Dr. Walter Washing- 
ton. He was here at the White House for a meeting when many of 
these proposals were developed, with discussions and involvement 
of many of our administrators iirom Historically Black Colleges and 
Universities. So I am glad to see that is a part of this package. And 
the $60 million is a very important addition to the authority that 
we would have. 

I notice too, and this may not have been mentioned before, that 
there is the assumption that these are funds that will be matched 
by f\md-raising activities of those collies and universities. And I 
don't think that has been publicized much. But it is part of the 
deal that the colleges and universities will also have a responsibil- 
ity to reach out for other sources to make these funds more help- 
Ail. 

I just thought that ought to be mentioned too. I know you know 
that, but a lot of others don't. They just think that this is a special 
deal for those colleges and universities. But there is reciprocity re- 
quired, and that is something that, I think, is an extra dimension. 

Dr. BuRNRT. The last time around, Senator Cochran, we see 
S160,000 of the endowment and we were able to get another 
$300,000 based upon the $150,000. So the leverage is tremendous. 

Senator Cochran. It really is, and I think that is an important 
aspect of that program. 

One thing that you mentioned, I think, does deserve the atten* 
tion of this committee especially, and that is the threshold and how 
you measure that in terms of numbers of people or total dollar 
amount. That does need the attention of the committee, and I 
think we should pay close attention to your siu^estion in that 
area, and I am anxious to look more at the specincs that you sug- 
gest on that point. 

Dr. FUppin, welcome to Washington. It's good to have a Missis- 
sippian on this panel, and we are proud of you and the fact that 
you are heading up the National Council of Hkher Education Loan 
Programs. I think you are reflecting a great deal of credit on our 
State and being a great help to us as we xmderstand the practical 
aspects of these default regulations and the l^fislation that has 
been proposed. 

One thing you mentioned was that we should maybe l^[islate 
some deflmtions about default rates, gross and net, and some 
others. There were about four specific definitions that you suggest- 
ed that we include in the bill in terms of what they mean and what 
we mean when we talk about them. 

I hope you will submit to us for the record your recommenda- 
tions as to what that language ought to be. I think that could be 
very helpful to our committee. 
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Mb. Clement mentioned guaranty agency solvency as a potential 
problem because there are no guidelines in place or procedures as 
to how you would deal with insolvency. 

What is your reaction to her suggestion, and is there any proce- 
dure that you would recommend to respond to that concern? 

Dr. Fusvm. Senator, in Mississippi, a lot of times we have the 
distinrtion of being last in a lot of things. That was almost true 
with the guaranty agency. However, we were the next-to-the-last 
agency to go on line in 1982. Tlzere are some positives about that 
because there were certainly some mistakes that we didn't have to 
make that some of the others were making. 

But it takes a period of time to establish the solvency of a guar- 
anty agency. A great deal of help is afforded initially by Federal 
advances that are placed on account with an agency to build its re- 
serve iund, to increase the confidence of the lending communities, 
especially the lenders in the State to putidpate. 

The last couple of years, as a matter of fact, the agency in MissiB- 
sippi has recentlv been demanded to turn back some three-quarters 
of a million dollars of these advances, based on a formiua from 
Management and Budget or GAO or somewhere. And once we get 
below a certain level, we will have difficulty. Our status at this 
particular point is okay, but not tremendously solid. 

I tjunk Ms. Qement's concern that she raiised is a valid concern 
and I think that it is something that certainly needs to be looked 
at. 

Senator Cochran. I noticed one thing in my notes, which is that 
rlS. Mississippi student loan program had a default rate of only 
4.97 percent during fiscal year 1988. It sounds to me like you're 
doing something right in connection with that, although there were 
some specific institutions where the rate was much hiiher than 
that. 

Dr. Fuppm, Well, here again, Senator, in the definition of de- 
faijt rates, the "trigger" default rate is something that needs to be 
defined so that the default in Mississippi is defined the same as the 
default rate in other States. 

, We have never exceeded a 6 percent default rate in Mississippi 
smce we started the program there. Based on the economy there, 
based on a number of other things, we are proud of that record. 

But we need a definition so that we cau consistently define par- 
ticular terms, and I think that would be helpftil to you and the 
committee as well in looking at that consistency. 

Senator Cochran. Mr. Chairman, I have just two other quick 
questions. 

I was mmg to ask Mr. Johnson if his schools would In adversely 
affected if we adopttd the suggestion made by Mr. Irwin that only 
W .^Sti^l^*^***, holding GED certificate or the like 

be eligible for Federal financial assistance firom the Stafford Loan 
Program. 

, Mr. Johnson. Senator, I can only answer that based on my indi- 
^ Moines, Iowa, is in the heart of Iowa's Uteracy 
belt. We have always been in the top three nationwide. I think I 
have less than 10 percent ATB students, without checking. But it 
lif, I am sure, under 10 percent. < 
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Senator CoaoiAN. I wonder^ t00| Mr. Irwizii in talking about fill- 
ing out the application and requiring someone who fills it out if he 
is other than the applicant or the applicant's parents signing the 
application^ is this something that we should reauire in the le^la- 
tion or could the Department of Education simply administratively 
issue this as part of the rulemaking? 

Mr. Irwin* Well, I would suspecti Senator, that it could be re- 
q^uired as part of the rulemaking from the Department of Educa- 
tion. My only suggestion in putting it into the bill wao to give them 
that encouragement. I think it's a very important thing to do. So if 
it was in the legislationi it certainly would make sure that that 
subject was nailed down. 

Senator Cochran. Is the purj^ose of that to help deal with the 
question of fraud and abuse or inaccuracies? Do you think people 
would pay more attention if they were filling out the application if 
they had to sign it? Is that it? 

Mr. Irwin. There is no question about that. There is a lot of— I 
have been on the circuit for 20 years— ther^ is a bit of hucksterism 
out there right now on that subject. There are a lot of people that 
are going to parents and saying, well, we'll show you how to hide 
all your assets and we'll show you how to do this so you can get 
Federal funds. 

I don't think that's right I don't think that's the purpose of the 

J>rogram. I think it's a circumstance that if they haa to skn those 
orms and they had to sav, no, this is my form, this is now it's 
filled out, we'd do away with that kind of potential abuse and the 
growth of that abuse too. So I am very much in favor of it. 
Thank you. Senator. 

Senator Cochran. Thank you, Mr. Chairman. 
Senator Psll. Thank you very much. 
Senator Simon. 

Senator Simon. Yes, just a couple of quick questions. 

Dr. Flippin, you mentioned that the banks don't like the 8 per- 
cent rate for four years and then tlie increase up to 10 percent. 
That is^ frankly, done to try to encourage people to pay off the 
loans. 1 don't see why that should be any great problem to the 
banks. 

Dr. FuppiN. Well, I think it's administratively a problem, Sena- 
tor. And the other thing is that, I think that it's a problem with 
the student as their rat^ go back and forth* The confidence of the 
banking community^ I think, in this program right now is almost 
fadinff . We have had a large number of banks, two large banks in 
New z ork, that don't lend to proprietary studento or have proposed 
not to lend to the proprietary sector any longer. 

One of the nugor important things for the banks, at least in my 
State, which are the ones that we deal with, is to stabilize the pro- 
gram just for a couple of years and leave it alone so they can set 
their computer systems, inaJce their system work, get the delivery 
of the loans to the students. 

I would think that it's probably more administratively than any- 
thing else. 

Senator Simon. OK. 

This is not a question, just a comment. Mr. Irwin, in your testi- 
mony you pay, "1 have not met a coll^ graduate who, while con- 
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oerned about their debt burden, does not appreciate the tremen- 
dous value of the loans that they have received." 

I agree with that. At the same time, I have to say I run into 
young people, ran into a couple just a few weeks ago in Illinois, 
only one of them owes on a loan but they were paying $711 a 
month for a little better than five years, they're postponing having 
a family, postponing having a home. The shift that we have made 
to loans from grants, I think, is causing problems in our society, 
and I think we nave to recognize that. 

Finally, and I direct this particularly to Dr. Burnett and Mr. 
Johnson, but any of you, I have this concern with the whole loan 
default problem. It is that not that some figures get distorted, but 
if you re servmg a group that is in an impoverished area, inevita- 
bly you are going to have a higher default rate, and it may veiy 
well be that the money that we invest for a trade school or a tradi- 
tionally Black college where there is a 30 percent default rate may 
be much bel ter money invested than we invest at Harvard where 
they're going to get to school anyway. 

Now, I am not picking on Harvard, but any reflections by any of 
the witnesses on this whol'. question would be helpful. It seems to 
me that part of how we weigh this problem is whom we serve. 

Dr. BuRNvrr. That's the fundamental problem. If we're talking 
about high-risk students and talking about loans to sustain them, 
that is an enormous problem. We thought a few years ago tiiat we 
weren't getting very far with anyone, trying to explain that to 
them, and so that we don't try to explain that anymore. I think we 
touched on it in the testimony, but it is the shift, I mean the over- 
all emphasis, the shift from grants to loans is absolutely creating 
that problem. 

And for us, for the historically and predominantly Black institu- 
tions, we are enormously concerned because it is being interpreted 
as mismanagement and inefficiency and inefTectiveness on our 
part, and it nas begun to touch on our instructional program and 
people making judgments about, well, how ^ood is that, because of 
the management problems with the loans. That's the first thing. 

The second thing is that I still feel very deeply, and perhaps I 
should not speak for NAFEO on this issue, that part of it has 
evolved because of some of the banking industry— and I don't wish 
to attack them at all— but th^ approved loans that we would have 
rather not approved, but we had no choice but to approve them 
once they were approved. And that turned out to be a high risk, 
and we had to live with it. 

Mr. Johnson. Senator Simon, let me summarize real quickly the 
NATTS position, of which I am sure you are aware. We cater to 
about 650,000 students nationwide all the time with our schools, a 
very broad spectrum. A lot of poverty, low income. 

In my case in Dee Moines— and you have been there, sir, many 
times- we don t have the povertv problem per se, but it does me a 
\<A of good as a director of a school to hand a student a diploma 
after nme or ten months of training that I know has been on wel- 
fare, I know he has a job starting the next Monday, and we have 
helped him accomplish his goal. 

That is what NATTS is aU about. Thank you. 



erIc 224"^-- 



220 

Senator Pkll. Excuse me. Your other great advantage is that you 
pay taxes too. 
Mr. Johnson. Right. 

Mr. Irwin. Senator, if I might just comment on that just veiy 
briefly. I think one of the things is how you direct the money to the 
impoverished, the really poor people in the country and I think 
that you could go into the commumties. 

For example, in Seattle, WA, we have a registry program which I 
am involved in. We have 358 central area students. Now, we tell 
them that if they can maintain a 3.0, and we set up a mentor 
system for them and we work with their parents, from juniors onto 
seniors, maintain that 3.0, we will guarantee that you will go to 
collie and graduate from coll^. We will pay for it. 

The thing is that if we had that kind of initiative throughout the 
country of using some grant fimds for the real impoverished 
people, I look at the same thing on the Yakima Indian Reservation, 
at Heritage Ck>llege, the tremendous success we have had because 
it's a community-based effort. And those are the kinds of things 
that Congress could be very, very encouraging to local communi- 
ties. 

Not coming and paying for the whole bill, but sharing the part- 
nership of educating poor people in the country, I think that that's 
the way that maybe this should be approached. 

Senator S:mon. If I may follow, Ehr. Burnett, you said banks are 
approving loans that the colleges would not approve or the schools 
would not approve. I thought you had to approve before a bank 
would approve. Am I incorrect? Any of you? 

Dr. FuppiN. I think that it does, but at the same time, if the stu- 
dent is eligible for the money, I'm not sure that the financial aid 
administrator on his campus could disapprove the loan. And that is 
not. to throw the blame in on the lender or the guaranty agency, 
because if the eligibility is there, imless you're going to be discrimi- 
nating in some way, the loan was pretty much approved. 

There are no credit checks or whatever. If there were, it might 
eliminate the whole program altogether, to do a credit check on an 
18-yearold individual at this kind of level. 

So I am not sure that it now can be at the school or at the lend- 
ing institution or at the agency if the eligibility is indeed there. 

Senator SniON. I thank all of you. 

Thank you, Mr. Chairman. 

Senator Fell. Thank you very much. 

I thank all of you for being with us, and for being so patient. 

Senator Jeffords had asked that his prepared statement be in- 
cluded in the record. Without objection, it is so ordered. 

[The prepared statement of Senator Jeffords and additional ma- 
terial supplied for the record follows:] 
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Prepared Statement of Senator Jeffords 



Mr. Chairman: Thank you for calling together this hearing on the administra- 
tion's education proposals. I, too» want to welcome Secretary Cavazos and I look for- 
ward to his testimony. 

First, let me commend the administration for this proposal which reflects its 
strong stance on education. The Educational Excellence Act puts the Federal Gov- 
ernment firmly on record as committed to the needs of all students. It further rein- 
forces the Hawkins^tafford goal of providing educational opportunities for under- 
served and underpriveledged youngsters. 

This bill promotes quaHty education bv rewarding individual teachers for hard 
work that often goes unrecognised. Furthermore, the bill provides seed money to 
those ichools most urgently in need of drug prevention and education programs. I 
am particularly ^lad to note the National Science Scholars Program to award out- 
standing academic achievement in science and mathematics. CTearly» to keep this 
country competitive it is imperative that we encourage our young people to pursue 
careers in science and math. This program advances that priority. 

I applaud this proposal, as well as the defai^lt initiative. It is refreshing to note 
the priority that this administration has placed on education. I look forward to 
working with the Secretary and the department in the fUture. 
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Dttr Nr. StoctUryt 

Hi art writing to rtgiattr our vtry ttriout oonotrnt 
with rttptot to tht iapXtntntation of tht fltudtnt otftuXt 
znitiatiyt BtguXationa at puhXiihtd in tht FtdtrtX Mgitttr 
of Junt 5, X9W, and tht dtfauXt rata pubXiaHtTTor tSt Btw 
BngXand Xnatitott of TtohnoXogy of Harwiok, nhodt laXand. 

By way of introduction, Mtw BngXand inatitutt of 
TtchnoXogy (NEXT) it a privatt, oo-tduoationaX , non-profit 
ttohnioaX coXXtgt o'ftring X4 prograaa .t tht aaaociatt and 
baocaXaurtatt XavtX. Htw BngXand 7toh it aocrtdittd 
rtaionaXXy by tht Ntw BngXand Aatooiat^on of BohooXa and 
# i!'*^ nationaXXy by tht Aoortditing Couiaaion 

of tht National Msoeiation of tradt and TtohnioaX SohooXt. 
and charttrtd by tht itatt of Xhodt laXand to of far tht 
Atapoiatt in Scitnot and BaohtXor of floitnot Dtgrtat. Naw 
BngXand inititutt of TtohnoXogy tnpXoya ttvartX hundrtd 
ptopXt and tnroXXa about 2,000 atudtnta annuaXIy. Nt havt 
btan atrving tht Bhodt zaXand and Bouthtaattra 
Nattaohuatttt comunity tinot X940. 

Ovtr tht paat atvaraX ytara, NBIT haa bttn aotivtXy 
InvoX'td in dtfault aanagtvtnt prograM. Aaong tht varioua 
iitaaurat that v« impXtBtnt arti Xoan tntranct counatXingi 
Xoan axit counatXing with graduattt md dropouttf 
inttrotding on btbaXf of Itndtra and atrviotrt with 
atudtnttj and providing titip tracing aatittanct to Xtndtrt 
■?2.!*'!^°*f*:^*J ractntXy obtaintd tht tntranot and txit 
vidtoa dtvtXoptd by tht Carttr Training Foundation to 
auppXtmtnt our taitting dtfault Mnagtvtnt prograa*. 
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Wa hava baan working axttamtly oloaaly with our 
ptlnclMl guiffanty aganey, tha xhoda Xaland Blghat 
5Sl--!ii ^^hotJty (RIHIAA), to track out 

aarault rata, i,aat waak v'4 wata Infotnad by UBBAA that 
our nat oumulativa dafault lata waa 8.08*. 

dl-mayad and oonoarnad to 
laarn that our dafault rata aa oaloulatad by tha Dapartaant 
of Iduoatlon. and publlahad by tha Provtdanba Journil 
Bullattn, waa 39. 7». Qpon invaatlgatT5H7"5*aSBni55ntly 
IjirntTthat thla dafault rata la baaad in a total'SSibar 
in ty VA "Sfrh" "ijo -ll-fl-dly tntarad ra-paymanS^SjI'tua 
In FY 1986. Mlth a atudant anrollaant In 1I8S - 19S( 
numbaclrtg In tha thouaanda, wa would axpcot tan tliiaa aa 
p«rod''"'*"" '** '** •ntMlng ra-payaant atatua In that tUa 

-fc -^f!' DapartMant of Bduoatlori official Indlcatad 

for FY 1986 did not hava any atudanta In ra-paymant 
atatua. According to thtFof f iclal, to aatlaat, "ur 
dafault rata dapartaant paraonnal coaparad atudanta in 
*" In-achool atatua in tha FY 1989 t2Sa duSp. 

atatua.' praauaad to be In r«-payn«nt 

RXBUA that RIH«AA la unabla at thla point in tlaa to 
conatruct tha cohort dafault rata for ^Y 1988. It la tha 

dafault rata ahould not tr.nal.ta to a 39.7» cohwt SaCault 

Obvloualy, aoaathing la fundaaantally wrong with tha 
data jnd tha aathodology. He raapactfullyraqSalt that tha 
Dapartaant provlda ua tha naaaa of all atudanta who «^t«r«S 
ra-payaant atatua In FY 1986, ,„d tha n.ii. Sf .U 

■fj 'S^J!'?*^" '2 'ha raapactiJi «ount of 

tha dafault, and any dollara raoovarad. "ounc oi 

tra fully aupport tha Oapartaanc'a and tha 
SoSiUi!"!'^®"'" to •ddtas* tha default problaa. 

!2S ^:f!.K?,fE' vj'y ••'ioualy ooncarnad ai to tha aceu^aay 
and rallBblllty of tha data and tha aathodology that i« 
balng u«ad to calculata an Inatitutlon' a dafault e!ta Th- 
publication of thla dafault rata in both tha local 
nawapapar «a veil aa in tha natlon»lly-diatribuS!d 
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Sftrgftio^f of flgh tf idu oition with no oXarlfioatlon 
vhitfotytr pu^sitw In9i«nd Instltutt of TtohnoXooy In tho 
tiortt. oof f iSl. light aUd could ■trloutly iJpSlr oSr 
rtputation, f Inct to auoh atttntlon has bttn p«ld to tht 
untub9tantl«t«d llnkMt bstifttn dtfault ratts and tht 
quality of a particular inttltution, atudtnta. partnta, 
banks, guaranty agoneioa and acoraditing aatncioo could 
hava ■triout quaationo abo'jt Ntw tnqland Ttoh unltit thty 
vtrs cosplataly appraitad of tht inaeouraoiaa ragardinq tha 
dafault rataa aa publiahad. ^ 

X urga you to raviav tha prooaduraa aatabliahtd by your 
dapartMant ragardinq tha «a«aura«ant of an inatitution'a 
dafault rata, Btcauaa incorract and atatiatioally 
inaignificant data wara uatd to portray our oolltqa aa 
having a groaaly inaccurata dafault rata, x urga you to 
conaldar any and all aaana avallabla to you to radraaa thia 
vary unfair aituation. X raapactfuUy auggaat that no 
proviaiona aptoifitd in tha final ragulatlona baooM 
affactiva until auch tlM aa tha data ar« acourata and tha 
naaauraaant of an inatltution^a dafault rata la truly 
■aaningful, ' 

X appraciata your attention to thaaa Mttara« and offar 
vhatavar aaaiatanca I can provlda in your dalibarationa. 

Vaw truly youra, , 



KiQhard X. Oouaa 
f raaidant 



cc oanator Claiborna dal. Pall 
•taphan ilair 
Xan Volnar 

Dr, Danlal S. Malonay 
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Mr. Chairman. Nmbsrs of tha Subcoaalttaa on Education, Arts 
and Himanitlaa. Am praaldant of tha Aaaoolatlv^n of indapandant 
Collagaa and Schools (AICS) , I would lika to praaant tha viawa of 
tha Aaaooiation and ita aaabara on two iaauaa which affact tha 
oparationa of thoaa inatitutions and thair atudanta — Dapartaant 
of Education final loan dafault ragulatlona and final ragulationa 
govaming tha avaluation of acadamic couraa aaaauraaant for atudant 
aid purpoaaa. 

Ovarvi^w Hf ATrs 

Tha Aaaociation of Indapandant collagaa and Schoola haa a 
aazBbarahip of alaoat 1200 inatitutiona and collagaa. Ita 
inatitutiona ranga froa buainaaa or apacialisad aohoola offaring 
training up to ona yaar in langth to junior and aanior collagaa 
offaring racognir.ad aaaociata, baccalauraata and graduata dagraaa. 

Approxiaately 750,000 atudanta ara anrollad in thaaa 
inatitutiona, rapraaanting a broad ranga of incoaa and racial 
backgrounds . 
Rafaranca Matarlala 

Accoapanying ay raaarka arai±ha following aatariala to which 
I will rafar or which I urga you to raad; 



o 



apacific datailad commanta by AICS on tha ED final 
ragulationa on loan dafaulta, publishad juno 1, 1989 in 
tha Fadaral Ragiat^ft;; 
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o augg^stttd l^qialatlva language on tha dafinition of 
''dafault rata" (attaohaant II); languaga modifying tha 
"pramiuM and inducaaanta" atatutory proviaiona 
(attachaant III) 7 and languaga parvanantly daf ining an 
"aoadaaio yaar" in tha lav (attachaant IV) • 

o a whita papar diaouaaing facta about tha privata caraar 
collaga and achool (PCCS) aaotor 

I^AM PgyXULT PRgVENTIQN AWD LQAK ACdgSS AgSTJRAHCT 

Tha final ragulationa publiahad on loan dafault iaauaa by tha 
Sacratary on Juna 1, 1989 rapraaantad a oonatructiva changa from 
tha propoaad ragulationa. In ganaral, AICS baliavaa that tha 
Sacratary* a thruat ia corract and that tha ragulationa will indaad 
raault in aoaa iaprovaaant in dafault a in tha fadaral loan 
prograaa. 

In particular, va atrongly andorao a concapt initially 
propoaad by AICS ovar a yaar and a half ago to aatabliah dafault 
aanagaaant plana for achool a axpariancing high dafault rataa for 
thair graduataa* 

Sncloaad for your inforaation ia a datailad ^aaaaaaant of 
apacific proviaiona in tha final dafault ragulationa froa AICS* a 
parapactiva* Our concarna ara atill many and va hopa that tha 
Congraaa vill raapond to thoaa concarna aff iraativaly* 

Ky aubaiaaion today foouaaa in larga part on tha vary baaia 
of all dafault actiona ~ tha dAtA upon vhich tha dafault rata ia 
calculated and tha manner in vhich tha dafault rata ia calculated « 
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Basttd on th^ Inaccurats data, wa baliava that tha laplamantation 
of tha final dafault ragulationa aavaraly distorts what is goinr; 
on in tha raal world and is unfair to aost institutions and 
•tudants affactad by tha dafault rata calculation. 

1. D^gaiilt Rats gjilotilatlon 

Sinca tha incaption of tha fadaral loan prograns, tha dafault 
ratas for tha prograas and tha institutions involvad hava baan 
basad on loan voluaa. This typa of calculation is usad in aost 
othar fadaval prograas and is tha standard in tha coamarcial 
banking industry. 

"Fiscal yaar dafault rata" or "cohort rata" aaans, according 
to tha racantly publishad ragulationa, that for any fiscal yaar in 
which 30 or aora currant and foraar studants at tha institution 
antar rapayaant on Stafford or SLS loans racaivad at tha 
institution, tha parcantaga of thosa borrowars who dafault bafora 
tha mnd of tha following fiscal yaar. if thara ara favar than 30 
atudants antar ing rapayaant in any ona fiscal yaar, a thraa-yaar 
avaraga will ba usad. 

Cohort ratas which aaasura tha dafault axparianca of a aat of 
borrowars s 



o ara vulnarabla to a aingla yaar fluctuation 

o tand to ba highar than an annual rata bacausa thay 
over raprasant tha dafault axparianca of tha high- 
risk borrowars, thosa aost likaly to dafault, 
bacausa thay typically borrow fawar dollars par loan 
than low-*riak borrowars 
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o •xaga«rmt« th* default rmtm 1hio«uc« thmy nBkm no 
dlstinotion btttVttM bonrovsrs who dsfault on tho 
•ntlr* loan and thoaa vho rapald a portion of thair 
loan 

o «aka no provision for raoognis ing payaanta or 
oollactiona aada aftar tha initial dafault oooura. 

Zn contrast, a ctaulativo dafault voluaa rata saaauraa tha 

paroantaga of dafaulta ainca tha prograa baga^ and an annual 

dafault voluaa rata aaaauraa tha parcantaga of loana in rapayaant 

in a particular yaar. Such calculationa ganarally taka into 

account all oollaotiona/paymanta aada on a givan loan. 

AZC8 RBOOmmiDS THAT THB DSFAULT DBFINITIOIf BS STATDTORILY mNDATKD 
MD TSAT IT n BA8K0 ON LOAH VOUna, TAXZH6 ZMTO ACCOOMT ALL 
O0LLICTZ0II8 AMD PAnXNTS ra ro —a n da t ion attachad) • 

2. Data PreblsM 

Zn addition to tha inharant flawa in uaing a cohort 'tfault 
rata baaad on borrovara and not dollara, tha data ralaaaad by tha 
Dapartaant on Juna 1, 1989 for FY 1986 containa aany flawa. 

Tha Dapartaant ganarataa dafault rataa baaad on Inforaation 
providad by tha guarantaa aganciaa on a tapa duap. Until racantly, 
participation by guarantaa aganciaa in tha tapa duap procadura waa 
voluntary and vaa to ba uaad for budgat purpoaaa, ovaraight, and 
ganaral atatiatical inforaation purpoaaa. Evan if guarantaa 
aganciaa aubaittad tha tapa, ofti>n fialda vara laft blanX. Of 
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particular iaportanca was tha fact that tha "atudant atatua" fiald 
vaa oftan laft blank. 

Guarantaa aganciaa hava baan diractad by ED to provida 
accurata information which ahould ba raflactad in tha racant 
inforaation collactad for FY 1988. Hovavar, tha data uaad by tha 
Sacratary , and which aay ba uaad to iaplaaant soma of tha 
proviaiona in tha final ragulationa (a.g. , dalayad cartif ication 
of loana for inatitutiona with dafault rataa graatar than 30 
parcant haa an Octobar 1, 1989 implamantation data) ^ haa baan 
ganaratad from tha incomplata and inaccurata FY 1986 data. Thia 
data may navar ba corraotad. 

ED haa juat ratumad tapaa back to 28 guarantaa aganciaa 
y .a of incomplata data. Tha incomplata data ganarally ara from 
oldflir loana and probably ara rot availabla. Thaaa data ara tha 
aaaa which aarvad aa tha baaia for tha ED Inapactor Ganaral to 
adviaa againat tha uaa of tha FY 1986 data two yaara ago. 

Bacauaa tha ;uipa dump combinaa tha racorda from all of tha 
guarantaa aganciaa, inatitutiona aarvicad by mora than ona 
guarantaa agancy muat hava accaaa to tha Dapartmant*a data. An 
inatitution naada thia data not only to attaat to tha validity of 
tha data, but to follow up on thoaa borrowara who hava dafaultad 
on thair loana. Howavar, tha Dapartmant haa indicatad that 
ganarating thaaa liata ia axpanaiva and haa not offarad tc provida 
thia information. Tha dafault data axcludaa aavaral colXagaa from 
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thm list «nd# for othsr inatltutlonsi r •fleets a oonsiterably 
higher default rata than ahown in aarllar dafault rata llatlnga. 

AZG8 RSOQHNIIIDS TBJa OOMGSXSS SBQOZSB TBMS TBB TXFKJUr EA9A Bl 

oomcssD wsam to m pu m ro gioii of thi laGDZASomr noazmiiiTs. 

I^an AQQa«» 

Aooaaa to Stafford Loana by prlvata caraar aohooX atudanta haa 
datarloratad in tha Xaat aavaral aontha. Infomatlon froa Xandara 
oonflma that a changa in landar attltudaa haa ocourrad and that 
uny larga landara hava droppad from or aavaraly raatrlotad 
partlolpatlon in tha program, 

SavaraX aacondary aarkata aarvlng tha atudant loan progru 
hava Isplaaantad raatrlotlona on loan purchaaaa that dlraotly 
undarmina atudant aocaaa. Tha Nabraaka Hlghar Xduoatlon Loan 
Program (NXBRXLP), for axaapla, announoad that it haa oaaaad 
purohaalng atudant loana aada to atudan^:a attandlng approxiaataly 
200 trada achoola baoauaa of oonoama in tha araaa of dafault rata, 
dalinquanoy, oancallatlon, and rafund. Tha NSBHXLP action 
triggarad corraapondlng aotlona by dosana of landara who had rallad 
on NXBHXLP aa thalr aaoondary aarXat. 

Landar concama ragardlng tha Stafford Loan program hava baan 
raiaad by tha ooourranca of major aarvlclng problama on loana hald 
by tha California atudant Loan Financa Corporation (CSFLC) • 
Allagad violationa of tha Oapartmant of Education • a dua diliganoa 
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and ■•rvioing standards raaultad in tha invalidation of tha 
guarantaa status of hundxads of millions of dollars in Stafford 
loans which wara priaarily aada to studants attanding proprietary 
institutions. Lsndars hava raspondsd by avoiding loan portfolios 
raquirlng high Isvals of dua diliganoa on tha thaory that tha bast 
way to avoid dua diliganoa violations Is to avoid loans raquirlng 
dua dlligsnoa. savaral othar largs isndara In California hava 
droppad froa tha prograa altogsthar. 

Mora raoantly, tha Taxas Guarantasd Studant Loan Corporation 
(TGSXiC) announoad a numbar of policy inltiativaa dasignad to «nsura 
tha long-tam viability of tha agancy. Many of ths actions 
proposad ara diraot rasponsas to problms craatad by an inoraasing 
voluaa of loans to high-risk studant borrovars by tha agancy. 
Among tha policy initiativas takan is tha iaplamantation of a 
dafault initiative involving olosar monitoring of tha ability of 
Individual schools to administar tha Stafford Loan program. 
Dapanding on tha dafault rata of tha institution, a coaplianoa 
raviav or a dafault reduction agraamant may be required as a 
condition of remaining eligible in the program, programs similar 
to the Taxas initiative are expected to be adopted in other States « 
with one possible outgrowth being a decrease in the availability 
of Stafford Loans to proprietary school student^e. 

Citibank r the largest lender in the Staff ord\SLS Loan 
progrems, recently virtually terminated lending to students 
attanding institutions with default rates above 25%. othar banks 
have followed citibank's lead. 
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Another factor aff«oting thm availability of Stafford Loana 
to high-riak borrovarr ia a propoaad Traaaury Dapartaant ragulation 
altaring tha oalculation of arbitraga on tax-axaapt atudant loan 
bonda by aaoondary aarXata. Tha propoaad ragulation would 
affaotivaly aliainata tha uaa of tax-axaapt financing for tha 
purohaaa of atudant loana. sinoa uny of tha aacondary narkata 
aarving landara making loana to privata oaraar aohoola depand on 
thaaa aaoondary aarkata to purohaaa tha loana i aliainating thia 
aoxaroa of financing will raault in furthar undaraining atudant 
aocaaa to Stafford Loana. 

In addition to thaaa conaidarationai aany othar factora axiat 
which ara diacouraging landar aarvica to high-riak borrowara. 
Thaaa factora includad tha linitad yiald on Stafford Loana, tha 
hlghar adainiatrativa coata aaaociatad with loana with a high 
dalinquancy or dafault laval, and tha high cancallation or ratum 
rataa on auch loana. Togathar, all factora hava lad to a aituation 
whara a raal possibility axiata of larga nuabara of atudanta 
attanding AX OS inatitutiona baing unabla to aacura Stafford Loana. 
AZC8 RSOOMNSma THAT TBB SO-GJOUD FRSKIDIIS AND DnXTdMBNTS 
PROVISION OF TBB LAW BB MODIPXBD TO PBRKIT THB PAlfHBNT OP FKBS TO 
SBGO ^dARY MABKBTS, GUARANTORS, AND/OR X2NDBR8 BY POSTSBOONDKRt 
INSTITUTIONS TO UNDBRNRITB SONB OF TBB AONINISTRATIVB COSTS OF 
HIGH-RI8B LOANS (aaa attadhad raoonaadation) . 
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ACM>EMIC CQUaSE MgAOTRgMBOT FOR fiTOPgMT ATP PPKPQSBfi 

Th« s«cr«tary of Education issuad final ragulationa on April 
5, 1988 regarding institutional aligibility. Tha Dapartamt 
providad that if a school auat indicata tha nuabar of instructional 
or classroom contact hours in a stata*s application or approval 
procasa to oparata an aducational institution, tha U.S. Dapartmant 
of Education will concluda that tha institution nay maaaura Its 
coursawork for studant aid purposas, only in clock hours, 
irraspactiva of whathar t^h« «tata ijiw , ramilAtton, ar nynt^lc^ 
SPacificallV paraits or doaa not nt^nhlhiti »ha uaa at f .r-mAit, heiur-m. 

Tha provisions of tha April 5, 1988 ragulations hava cauaad 
substantial controvarsy bacausa thay provida for considarabla 
involvamant of tha U.s, govamnant in tha intarpratation of stata 
law and ragulation. Tha ragulations would also raquira that an 
astiaatad i,000 to 1,500 postsacondary institutions who currantly 
aaasura undar a cradit hour aystaa would hava to changa to a clock 
hour systaa or loss tiair fadaral aiigibility for studant aid. 
This convarsion would hava to occur in spita of tha fact that nost 
of tha atatas spacif ically parait thasa institutions to aaasura in 
cradit hours. 

Congrass was involvad in this iaaua approxiaataly ona yaar ago 
whan it datarainad that tha Dapartaant of Education had not 
aufficiantly raviawad the impact on institutions in tha various 
atatas and, by legislation, delayad implaaantation of those 
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portions of tho final rul«s dealing with th« acadraio ooursa 
aoaauraant isaua* Subsaquantly, tha Aaaiatant Sacratary for 
Poataaoondary Education coapliad with tha atatutory dalay and 
praauaably so has invaatigatad tha iapact of tha ragulatory 
provision « 

To data, at laast to our knovladga, tha Dapartnant has not 
aada knovn to tha sduoation ooaaunity or tha congraas any of ita 
findinga. in faot, many atataa ara quita ooncamad that 
inatitutiona in thair atata, for fadaral atudant aid purpoaaa, will 
ba aignificantly injurad by tha intarpratation by ZX>. 

Tha major baaia upon which wa aaak Congraaaional action ia 
that tha ED rula ia arbitrary and violataa atatutory prohibitiona 
againat fadaral control of aducation, Tha Rouaa of Rapraaantativaa 
Coamittaa Raport on tha Highar Education Amandmanta of 1985 
chaatiaaa tha Dapartaant for ita handling of tha cloc^cradit hour 
convaraion iaaua. Tha Conaittaa aarioualy quaationad tha atatutory 
authority for auch a ruling, atating it waa contrary to aaction 432 
of tha Ganaral Education Proviaiona Act (GEPA) which apacifically 
prohibita tha Dapartaant froa axarciaing any diract suparviaion or 
control ovar tha curriculum, program instruction, or adainiatration 
of an aducational inaw. :ution. 

Tha Houaa Conmittaa want on to atata, "that aa long aa an 
aducational inatitution utilizaa ganarally accaptad aducational 
prinoiplaa and atandarda in avaluating ita unita of atudy or 
couraaa of inatruction, it is inappropriata for tha Dapartaant to 



10 



285 



intrude upon th^ InBtltutlonal pnrogatlvtt by locking a school into 
a singular systsm of unit or courss msasuraasnt«n 

Ws currsntly sstiaata that tha rula will advarsaXy impact 
studants in approxiaataly 25 statas. tfa oontinua to baliava that 
tha Dapartmant doas not undarstand tha final and actual impact of 
tha rulas on acadamic programs in aach of tha various statas nor 
doas so currantly intand to ralaasa prospactivaly its 
intarpratation of how it will intarprat stata law and ragulation 
during tha aligibility and audit datarmination procaasas. 

AICS RECOHNENDS THAT THB CONGRESS DBXAY nfPLDCEMTATIOK OF THE 
REGDZATORY PROVISIONS RSXATIN6 TO ED INTERPRETATION OP STATE 
ACADEMIC MEASURENENT REQUIREKEMTS AND THAT THE LAW BE MODIFIED TO 
DEFINE CLEARLY THE USB OF CLOCK AND CREDIT HOUR MEASUREMENT FOR 
STUDENT AID FORFOSES ( saa attaohad raooaaandation) • 
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AttaohMnt 1 



imcTzn 4s Dan arm Jim im9 voiLzoafzov oi joly 20 

flsotioa i<a.i« Additieaml f«pt«rs for m«lMtiPft ateiaistr«tiT« 
eapftbility. 

1. lagulatory ProrisiPfti If th« QSL or SLS fiscal yMr default 
rats axcssda 20 psreant for any fiaoml ysar aftsr FY 198a 1 thm 
Sscrstary uy raquirs aubaiaaion to SO and ths guarants* 
agsnoy ths following inforaations 

azcfl CoBosrai rhm FY 1986 cohort rats data publiahsd by ths 
DspartMnt of Iduostion on Juns 1, 1989 is incoaplsts snd 
inacourats. Sobs institutions do not svsn appsar. in fact, 
ths Assistant inapaotor 6«naral for Audit adviasd ths 
Assistant sscrstary for Postsycondary Education on 3/13/87 
that ths uss of tho Guarantss Agsncy Tap« Duap will raault in 
SD^a MXing "incorrsct dscisions in monitoring and managing 
ths aultiaillion dollar GStP." Tvsnty-sight tapss havs 
rscsntly bssn rstumsd to guarantss agsnciss bscauss of 
missing data vhich inoludss missing status codss and aocial 
ascurity numb«ra. Svsn if thia data vsrs availabls, guarantao 
agsnciss handlsd dsfarBsnts and forbaarancs provisions 
diffsrantly. 

xsgulatory trorisioai *piscal ysar dsfault rats" msans for 
any fiscal ysar in vhich 30 or mors studsnts at ths 
institution sntsr rspaymsnt on a gsl or SLS loans r ths 
psrcsntags of thosa studsnts who dsfault bsfors ths snd of ths 
following fiscal ysar. For any fiscal ysar whsrs thsrs ars 
Isss than 30 studants in rspaymsnti an avsrags of ths thrss 
most rscsnt fiscal ysars will bs usad. 

axes coBosrai Ths uss of a cohort rats is vulnsrabls to 
singls ysar fluctuations and tsnds to ba highsr than an annual 
rata. Tha cohort rata doas not taka into account thoss who 
dsfaultsd on thsir antira loan or thoss who hava rapaid a 
portion of thair loan and makas no provision for rscognizing 
paymsnts or collsctions mads aftar tha initial dafault occurs. 

a. asgulatory frovisioai A comprahsnsiva vrittan analysis 
of ths cauass of dafaulta by its studants in tha first 
two ysars of rspaymsnt during tha thraa most rscsnt 
calsndar ysars snding six months prior to tha rsquast. 

J^tcs coaosrai How can schools factually dstanina why 

^ny group of studants dafault on loans? Evan if ona 

assumsd that soms causas of dsfaults wars causad by 

institutional actionsi dafaulta ara alao cauaad by 
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personal raaaona of tha atudtnta and their ttmili^n, «Ad 
o«n h% also o«u««d toy tha aotiona of Imdurs, ^jiiarantaa 
•9«naiaa or Mcondary nrkata. It is unolaar vn«t %rould 
oonatituta an acoaptatola •xplanatioti. 

Furtharaorai in «oat caaM aehoola hava baan unabla to 
laam tha idantifioation of dalinquant and dafaultad 
atudanta. Xn a nuabar of oaaaai landara and guarantaa 
aganoiaa hava rafuaad to ahara information fi*on aohoola 
whan tha nav information could hava aliainatad tha 
dalinquanoy or dafault. In mm oaaaa, tha landar haa 
not updatad ita information on a borrovar vhan nav 
information ia providad by tha inatitution, such aa a 
changa of addraaa, irhich nould hava pravantad a da fault. 

b. Ragulatory iroviaiomt Xn tha caaa of inatitutiona 
with non-baccalauraata dagraa programa , a 
atatiatical analyaia ahoving paaa rataa for tha 
thraa moat racant oalandar yaara anding not laaa 
than aix montha prior to tha raquaat and placamant 
rataa and complation rataa for tha thraa moat racant 
oalandar yaara anding not laaa than la aontha prior 
to tha raquaat. , Plaoamant rataa ara for MIX 
atudanta achadulad to complata tha program and 
complation rataa ara to ba brokan down by atudanta 
in tha aggragata and aagragatad by Titla XV aid 
racipianta, high achool graduataa and 6ED holdara, 
and ATB atudanta. 

AXca coBoarat Xf thia ia raquaatad 45 daya aftar 
iaplaaantation, thia would maan that tha data ahould 
hava baan collaotad for calandar yaara aa aarly aa 
1986 in tha caaa of paaa tataa and I9as in tha caaa 
of placamant and complation rataa. Hot only may tha 
inatitution not hava ^a data, but in tha caaa of 
paaa rataa f tha inatitvtion may not avan ba abla to 
obtain tha data from tha atata licanaing board. 

c. lagulatory yroviaiofti A mrittan daacription of all 
additional atapa takan by tha inatitution bayond 
thoaa raquirad to raduca dafaulta. 

Axea co&oavai Nona, 

d. aagulatory Provialont Any othar information aa 
raquirad by tha sacratary. 

AXea co&oant Thara appaars to ba no limit to tha 
typa of information tha saoratary may raquaat or 
what ia raaaonabla. 
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2. tegfttlatorr ProTlaloni A school with a default rata ovar 20 
parcant could ba raquirad to iaplaaant apacifiad raaaonabla 
and appropriata dafault raduotion maaauraa or a dafault 
aanagiMnt plan. Tha contanta will ba aatabliahad by tha 
Sacra':ary baaad on a raviaw of tha aohool*a analyaia of its 
oauaaa of dafault » racottaandationa by tha 9Uarantaa aganclaSf 
conaultation with tha aohool, and information praaantad by tha 
aohool at any informal haaring. 

A loan on which a paymant ia mada by tha achool, it a ownar, 
agant, contractor, amployaa, or any othar affiliatad antity 
or individual, in ordar to avoid dafault by tha borrowar, ia 
oonaidarad aa in dafault. 

AXQB coaearai Soaa inatitutiona pay bacK tha total loan, 
including tha origination faa, whan a rafund ia dua to tha 
landar to anaura that tha borrowar doaa not go into dafault. 
Doaa thia proviaion apply to all rapaymanta by third party or 
only whan tha borrowar ia alraady in dafault? 

Saotiom $$2 •4X0 Tlaoal^ admlAlatrativa^ and anforoaaant 
raqulramanta* 

3. Kagulatory Froviaioai If tha inatitution haa a dafault rata 
which axoaada 20 parcant, tha principal guarantaa agancy in 
tha atata will conduct a program raviaw. 

AXCB Caaoant it ia doubtful that all guarantora hava tha 
financial and paraonnal raaourcaa to conduct thaaa raviawa. 

Motion ia2*C04 yrooaaaiag tha borrowar' a loan prooaada apd 
ooxiaaaling borrowara* 

4. Kagulatory Proviaio&i All inatitutiona ara raquirad to 
conduct initial counaaling with aach GSL or SLS borrowara, 
aithar in paraon or by vidantapa praaantation, prior to tha 
ralaaaa of tha firat diaburaamant of tha loan. Tha counaaling 
ahould inoluda tha aariouanasa of tha rapaymant obligation, 
tha conaaquancaa of dafault, and tha fact that rapaymant ia 
raquirad avan if tha program ia not complatad or tha borrowar 
ia diaaatiafiad. 

Tha achool ia raquirad to alao conduct in-parson axit 
counaaling with aach borrowar. Tha counaaling ahould includa 
tha proviaion of tha avaraga indabtadnaaa of atudanta at tha 
inatitution, anticipatad monthly rapaymanta, tha raviaw of 
rapaymant optiona, and auggaationa for dabt managaaant 
atratagiaa (Thia waa alraady raquirad in tha Highar Education 
Act, aa amandad) . 

A2C8 Conoami Hona. 
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••otioa ita««07 VftyMat of « nftiad to & loador. 

S. Bogulfttorr troTioioat Rofundo aro to bo udo within 60 days 
of tho oarlioot of tho stvdont'o notification of withdrawal, 
tha axpiration of tha acadaaic tara, tha pariod of anrollaant 
for which tha loan waa aada, or tha data datarainad by tha 
achool; or within 30 daya aftar tha axpiration of an approvad 
Xaava of abaanca* 

AZca Coaoarat Kona. 



saotioa aaa.CO) Oartifioatioa by a partioipatia9 aobool ia 
ooan^otioa with a loaa applioatioa. 

aagulatory Vroviaioat For inatitutiona with a dafauXt rata 
ovar 30 parcant, inatitutiona auat cartify tha loan 
application in ordar to anaura that tha dalivary of tha 
procaada to tha borrowar^a account or tha dalivary to tha 
atudant doaa nc*; occur prior to tha 30th day of anrollaant. 

axes coaoarat Wa baliava tha holding pariod ahould ba 15 
daya. Furthar, doaa thia aaan that tha achool aay cartify tha 
loan prior to tha atart data (Ainca tha achool can aaXa 
rafunda within 60 daya) and hold tha chaok for andoraasant 
until tha 30th day? rurthar, tha rapartaant naada to dafina 
what tha **daya of attandanca" during tha pariod of anrollaant 
acana. Za it calandar daya or actual daya of attandanca? Tha 
1 attar could ba a rathar long pariod for thoaa who attand only 
onca or twica a waak. 



aaotioa 66$. 44 (a)(1) Zaatitutional iaforaatioa. 

7. aagulatory proviaioat prior to a atudant* a anrollaant or 
axacution of tha anrollaant contract in an undargraduata non* 
baccalauraata dagraa prograa, tha Inatitution ahall diacloaa: 



o Ml licanaura or cartif ioation raquiraaanta 
aatabliahad by tha Stato 

o Tha paaa rataa of graduataa on any licanaura or 
cart ificat ion axaaination for tha «oat racant 
calandar yaar that andad not laaa than 6 montha 
prior to tha data of diacloaura. 



svncTzya araa ootoaaa itat 



affiCTZva xnaa Dicaaaaa i, itat 
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o Thtt joto ylaouant rat« for ■tudmta who vara 
originally ach^dulad to co«pl«ta thm prograa in tha 
»oat racant calandar yaar that andad not laaa than 
18 montha prior to tha data of diaoloaura. In 
oaloulating tha rata* tha inatitution shall conaidar 
aa not having obtainad ai^loy»ant for any graduata 
for vhoa tha inatitution doaa not poaaua avidanca 
in tha fila ahoving aaployaant in tha occupation. 
Hovavar, tha inatitution My axoluda from tha 
calculation any graduataa vho atata in writing that 
ha/aha ohoaa not to obtain aspleyHant or vho fail 
to raapond within CO daya to a quaationnaira. 

o Tha coaplation rata for atudanta in tha prograa for 
tha Mat racant calandar yaar that andad not laaa 
than 18 aontha prior to tha data of diaoloaura. Tha 
rata ia caleulatad by datarmining tha parcantaga of 
atudanta anrollad in tha prograa auccaaafully 
coplatad training within I90 parcant of tha amount 
of tiaa norsally raquirad to ooaplata tha program. 
Tha parcantaga would includa thoaa coaplating tha 
progras or thoaa who obtainad full -tiaa aaploynant 
in tha occupation for which training waa of farad. 

AXca coaoarat Thaaa rataa do not racogniza thoaa factora that 
ara bayond tha control of tha inatitution aa wall aa tha typa 
of atudant population anrollad at a particular inatitution. 

Privata caraar achoola aaaa to ba tha aactor targatad for thia 
raquiraaant. Aa atatad in tha diacuaaion aaction of tha 
ragulaticna (paga 24123} » thia proviaion "would not apply to 
a prograa that la primarily intandadi aa praparatory for, and 
accaptabla tovarda, a bacoalauraata ox* aquivalant laval dagraa 
(a.g., Aaaociata of Arta dagraa prograca of farad by conaunity 
colliiigaa) , aa diatinguiahad f roa a couraa of atudy daaignad 
to provida a coaplata vocational training progran*** 

Furthamora. aa atatad aarliar, aoaa of tha inforaation, auch 
aa paaa rataa on licanaura ascaaa, may not avan ba availabla* 



imCTXVl ARim DICBKBIR i, 1$%$ 

aactioa M2«411 Dua diliganoa by landara in tha oollaotioa of 
guaraataa agaaoy loaua* 

6« aagulatory Proviaioat If tha agancy that guarantaaa tha loan 
of f ara praclaima aaaiatanca, tha landar shall raquaat 
aaaiatanca vithin 10 daya of availability and notify tha 
achool not latar than 30 daya. Thia only 9*'>pliaa to loans 
aada aftar 12/4/89, and if tha landar holda mora than ona loan 
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"? •«I«ir«d prior to Xa/4/«9« rttquirraonti ar« 

■atlBfittd for all loans. r ^ # t 

Tha dlaouiaion aactlon pointt out that tha Fadaral Trada 
Conlaaion haa datarainad that pra-da£ault collaction afforta 
oovarad by tha Fair Dabt Collaction Practicaa Act 
(FDCPA) and tharafora, tha inatitution may contact a borrowar 
during tha graoa pariod or aftar tha achool racaivaa a copy 
of tha landar*8 praclaixa asaiatanca raquaat. 

AZCS OoMaati strongly oupporta thia proviaion. 

mmcfxn Aim jm $, laao 
ua.€Oi aafund polley« 

9. lagfulatory Proviaieat Inatitutiona with dafault rataa abova 
30 parcant ara raquirad to isplaaant a pro rata rafund policy 
for Btudanta who racaivad gsL or SLS/PLUS loana. Thia aaana 
f*fi??* by tha achool aay not ba laaa than that pr^rtion of 
tha tuition, faaa, room and board, and othar chargaa which ia 
ayial to tha proportion of tha pariod of anrollaant for which 
tha atudant haa baan chargad that y^■^^n^ on tha laat racordad 
data of attandanca, roundad up to tha naaraat 10 parcant of 
that Period, laaa any unpaid chargaa, plua an adainiatrativa 
faa of tha laaaar of 5 parcant or $100. 

Tha proviaiona do not apply for any atudant whoaa withdrawal 
data is aftar tha aarliar of tha halfway point (in tina) for 
Am atudant* a progr*a or 6 aontha aftar tha coamancanant of 
tha program. 

AXca CoBoaras AICS haa aupportad a "proportionata tiaaa two" 
policy which would allow tha achool to aam tha aava anount 
of tuition throughout tha program up until tha aidpoint, whara 
tha inatitution would hava aamad 100 parcant of tha tuition. 

AICS doaa not support tha concapt of applying a policy onlv 
to atudant. raoaiving a GSL, SLS, or puys program loan. Tha 
policy diacriainataa againat tha caah-paying or Fall-only 
■tudanta who would ba aubjact to anothar, laaa favorabla 
rafund policy* 
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imCTZVI DM OR ATTim ^MQMT 1^ Xffl 



••Qtion iit«is Additional faoton for OTalumtiag adai&ittr«tji.^o 
oapability* 

10* Xogulatory vroTiaioai Tho Socrotary uy initiata LS«^ action 
if tha infltitution*8 QSL and 8LS fiacal yaar dafavit rata 
axcaada 40 parcant for any fiacal yaar aftar 1989 anu haa not 
baan raducad by an incranant of at laaat 9 parcant from tha 
pravioua fiacal yaar or tha fiacal yaar dafault rata axcaadas 

60 parcant for FY 1989 

55 parcant for FY 1990 

50 parcant for FY 1991 

45 parcant for FY 1992 or 

40 parcant for any fiacal yaar aftar FY 1992 

AZOf Cor sartii Wa objact to tha ganaral policy concluaion that 
inatitut^onal dafault rataa ara totally or pr^:narily within 
tha control of tha inatitution. 

•aotioa ii8«90 initial aad fiaal daoiaioa-^l^paala. 

11. sagulatory vroviaioat If a achool wiahaa to r.void ls&t 
aanctiona, tha inatitution auat carry out all tha aaaauraa 
daacribad in Appandix D dafanaa. If tha inatitution haa actad 
diligantly to iaplaaant tha dafault raduction naanuraa, tha 
adainiatrativa law judga nay not iapoaa an tSkT asnction. 

AIQM coaeans Tha inatitution ia aaaunad guilty and muat 
dafand ita innocanca* Furthanaora, tha ALJ doaa not aaam to 
hava any diacration to aodify tha aanction of tha Dapartnant., 
ao that tha ALJ daciaion could fall batwaan '^no aanction** and 
total affirmation of tha Dapartaant poaition* 



aaotioa 882.610 Haaorda, raporta, and iaapaotioa raquiraaaata for 
partioipatiag aohoola. 

12* tagulatory »ro¥iaioat Xnatitutiona who auat provida 
diacloaurf information to proapactiva atudanta auat provida 
tha diacloauraa aa providad in Appandix A to tha Oapartnant 
of Education. 

aiCS Coaoarai it ia not claar what tha Dapartaant will ba 
doing with thia information. Per inatancai will tha 
information ba publiahad? will it ba uaad in program raviawa? 



IFTIOTIVI AFTIR OXB APPROVia FOtM 
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Attadtttnt ZZ ' 

DSFAUUr MXI OiriMITIOll 

Aa«nd aaotlon 435 to add tha follovlng nav aubaaotionsi 

*<(■} DBFAUZ/r PAT8. — Aa uaad In thla part, tha tan 
'dafault rata< Mana a fraction, axpraaaad aa a parcant - 

(X) tha nuaarator of whloh la tha avaraga of tha 
pravloua thraa flacal yaara (for vhlch aocaptabla 
data la avallabla) of (A) tha total original 
principal of loana on vhlch a dafault (aa daflnad 
in aaotlon 435 (1)} oceura during auch flacal yaarsi 
raducad by (B) (1) tha total aaount collaotad aftar 
tha dafault and (11) tha total principal aaount 
outatandlng on loana In dafault aada to high rlak 
atudanta of auch Inatltutlona; and 

(3) tha danoalnator of vhlch la tha avaraga of thraa 
pravloua fiscal yaara of tha original principal 
aaount of all loana, alnua tha principal aaount 
loanad to high rlak atudanta, that vara In rapayaant 
during auch flacal yaaia." 

"(n) HIGH RISK STtTDEMTS. — For purpoaa of aubaactlon (a) 
tha tan »hlgh rlak atudanta < aaana atudanta whoaa 
atudant aid Indax undar tha Pall Grant naada analyala of 
aubpart i of part A of thla tltla la aqual to or laaa 
than aaro." 

ttationala 

cohort rata calculatlona algnlflcantly ovaratata tha dafault 
rata "problaa" by falling to taka Into conaldaratlon aany of tha 
ooXlactlona/rapayaanta aada aftar tha loana antar dafault atatua. 
Tha loan voluaa dafault rata calculation la tha aoat accurata rata 
and haa baan uaad In all fadaral loan prograaa slnca thalr 
lAcaptlon* 
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AttacliBMt III 

PROVISION FOR AI3IIIKISTRATIVZ COSTS KL^XBOVJSZSK^ 

Aaynd ••ction 490 (o) by •triking thm period and adding tha 
following at tha and tharaof i 

axcapt that an allglbla Institution way pay a landar, 
guarantor, or sacondary aarXat an adalnlotratlva faa 
basad on tha loan cancallatlon, dallnquanoy or dafault 
rata axparlanca at that Institution." 

Tha aaandaant would paralt postsacondary Institutions to 
nagotlata with tha provldars/partlolpants In tha fadaral loan 
programs to shara sons of tha costs Incurrad by landars. 
guarantors, and sacondary aarkats« Currantly, sany of thasa 
providars/partlclpants contand that landing to high-risk studants 
or to studants snrollad at cartaln Institutions i» too costly. 
This has lad to a loan accass problaa at soma liuitltutlons and In 
sons gaographlo locations, 

Ths currant sactlon 490 (c) provision has b«M lntarpr*tad to 
axcluda any payments by an education Institution to a landar. This 
rastrlctlon was not contamplatad by Congrass whan It anactad 
sactlon 490 (c) and unnacassarlly restricts tha ability of an 
Institution from paying soma of ths attendant costs of procasalng 
and ooilaotlng loans from high-risk studants in order to ensure 
loan access. 
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AttaoluMat XV 



&cju»c£c TIM oBPznrzoir 



AMnd Sttctlon 4tl (d) of thm Act to rMd «• follows t 

"(d) (1) ACADIKZC YSM. — For tho purpose of any program 
undar this titlo, tho tan 'aoadasio yaar* shall b« 
dafinad as t 



(A) Tifonty^four saaastar or triaastar hours or 
units* or 36 quartar hours or units; 

(B) savan hundrad tvanty clock hours of suparvisad 

training; or 

(C) Savan hundrad tvanty clock hours in a prograa 
of study by oorraspondanca. 

(2) Notwithstanding paragraph (1) , if an institution of 
highar aducation, or an aligibla institution for purposa 
of part B of this titla, is licansad by tha Stata in 
which it is leostad to provida a couraa of study tha 
duration of which is (A) spaeifioally raquirad by Stata 
law or ragulation to ba aaasurad on a clock hour baaia* 
or (B) spacif ically prohibitad by stata law or ragulation 
from bsing maasurad in cradit houra, that inatitution may 
not maasura tha langth of tha couraa of atudy or ita 
acadaaic yoar for that couraa of atudy on aithar baaia 
for purppaas of this titla. In all othar Stataa* tha 
institution may maasura tha langth of tha couraa of atudy 
or its acadamic yaar for that couraa of atudy on aithar 
basis for purposas of this titla, but tha racognixad 
accraditing body's assassaant aa to tha nuabar of cradit 
hours co.nritituting tha couraa of atudy shall apply in tha 
avant tha institution ohoosaa to maaaura tha langth of 
tha couraa of atudy or ita acadaaic yaar for that courua 
of atudy on a cradit hour baaia." 

Rational a 



Tha aaandaant: 



partially amimigaa tha lonqatandincr d iacyaanev batwn 
tha aaount of aoadaaic cradit. fa^^^ai M^nd^nt ^iA r»nrT71it , 
qlvan to inatruotion tt^aviAmd in nroayaM m^»m.^y md In niogk houra 
fli CMPirsd to thnaa nroorraaa »«aaurad in ^r^dtfc h^n^a, SD clock/ 
cradit hour convaraion ratioa ara Inconaiatant and provida an 
incantiva to aaaaura in cradit houra; an aoadaaic yaar for a cradit 
hoitf program raquiraa approximataly 360 instructional houra. 
Furthar, tha aaaauraaanta do not coaport with tha raquiraaanta of 
tha vatarana Adainiatration (64S houra for thaory-ralatad work and 
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792 hours for shop*rttlatttd worJc) and th# Social Saourity 
Administration (730 hours for all prograss) • 

*7 olarifias tha .iapsot of law/r^i atlon on th^ 

authorigation of an institutiotr to «i>«tiy in mif^h m r Of 
crtdit hPUri by allowing an otharviaa aligibla institution to 
■aasura, for fadaral st\idant aid purposas, in nithar clock or 
cradit hours if approvad by a- racognisad accraditing body using 
ganarally-accaptad standards for calculating and convarting 
acadaaic cradit. Tha final ragulations issuad by tha U.S. 
Dapartaant of Education, and tha subsaquant intarpratation of thosa 
ragulations by ED offioiala, jaopardizas aoadaaic programs in many 
statas and tha ED has not yat baan abla (or willing) to aaaaaa tha 
impact of tha ragulations, as intarpratad, on studanta and 
institutions in tha various atataa. 
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XBOt rm r»cB< nam 

MOOT mZVMB CMm flnrjjwK aCBDOU 

Pr — inud by 
Hm AMOcUtion of Zndip«)dint 
ColltQM and SdioolA 

1909 

WD IS MC5? 



Vtm AMociation of indnprnOmt ColltgM and Schoola wm fowidKS 
in 1912 and currintly has a nwrtnahip of 665 dlv«csa buainaaa achoola 
and anochar 371 branch ca^uaaa. Zta inatitutiona ranga fra buainaaa 
or apaciaUaad achoola offaring training of up to ona )oar in langth 
to junior and aanior collagaa offaring raoogniaad aaaoc;^ta. bac- 
ealaisaata, and aaatar'a dtg r aaa in 72 jTngi— ranging frcn acoowttina 
to vord procaaaing. 

Appeoadmtaly 700.000 atudcnta anroll in thaaa inatitutiona ^ach 
yaw^Qtaaa atudvtta oom fron a broad ranga of aoonoaic and racial 
bacSogrounda • 

Ovar 90 parcant of Aic a ac cr a dit a d inatitutiona ara taxpaying 
buainaaa oorporationa; all of tha inatitutiona ara non-public. In 
ooanon vith all non-public inatitutiona. thay ara aithar anti^ly 
^ pciaarily tuition-dipandint for oparating ravanuia. 

AZGS MBbar inatitutiona ara accraditad by tha Aocraditing 
OoBiiiaaion of tha Aaaociation of Zndapmlint OoUagaa and Schoola. 
Sinca 1953r tha AZCS Aocraditing CoMiaaicn (foewrly known aa tha 
Aocraditing CcHiaaion for Buainaaa Schoola) haa angagad in tha 
avaluation and accraditation of privata caraar achoola and collagaa. 
Sinoa 1956. tha Aocraditing Ooaniaaion haa batn officially daaignatad 
bythr U.S. CcvOaaionar of Education aa a nationally racognixad aocraditing 
agancy. 
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rACn ABCXJT CABEBl QttXBGES MS) SCaOOLS 
Pagt TWO 



DO tti was LOOK LTH? 



9m UctM hmm tma blucr#d •apaciAlly during ttm pMt two 
yttn. Diparttint of Sdueation officiaLii BMnteri of GongcMs, othtr 
Mctora of privat* •dueation* «nd tlw Mdia havt HMdt allagationa 
•bout P rlvato Cm— c Colloj — and SchooXa (POCSa) which ara iMocucmtai 
QDautaaKaafciattadf or amodofcal* 

tta facta naad to ba daac ~ aapacially now whan a nunbar of 
lagialativa and ragulatocy pcopoaala targat tha POCS aactoc. ttiila 
yall-intMdad» thay viU probibXy ham tha vary atudinta thay intind 
to pcotactt thoaa who ara mat aoQnGid.Gally or aducaticnaUy dia- 
•dvantagad. 



o Na baliava tha POCS aaetor haa bawi nora caMluta in aaa}cing 
adBiniatrativa and aducational quality than policymakarai 
tha pcaaa and tha public hava racognizad or acknowladgad. 

o In facti tha POCSai aaaociationa rapcaaanting tha inatitutionai 
and thair accraditing bodiaa hava baan aingularly mjji aailua 



- taking adniniatrativa and lagal actional 
atrangthaning accradiution critaria» 

- adverting lagialativa and ragulatory changaai and 

- providing atudunt aid and dafault pravantion training 
in ocaar to oolva tha taal pcdblw, 

o AlCS ia arl M in t that any changaa in tha law or cagulaticna 
iboold not dloociMiiiata againat a particular aactor of highar 
aducatiofTbacauaa of tha natura of tha inatitutiona* corporata 
organization or againat a group of atudirtta bacauaa of thair 
dooio •romanlc or aducational background. 



Ox intant in thia ilnn—ir. ia to atn lia tha various actiona 
takan fay tha aocsaditing body and tha aaaociation# raaffira lagia- 
lativa and ragolatory rann— iditiona< and diapal mam of tha ^ftha 
flURoiaiding tha POCS aactor. 



in: 
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fACXS Mora PRZYAR CMBR OOCUOS AMD 3CB00LS 



9m ttffl friBcipla 

n» rolM of thm MtBtmi accnditliiQ bodlM and ftdanl govtmnnt 
in govacnlAg Ptivsta SchooU art Mparata and disti nct and 9«)«rally 
■iMidintOGd* An aiplanation o£ tha SHAD OQMCBV follomx 

1« yadacml ; datanlna aligibility and Bonltor Inatitutional 
aAinUtration o£ fadacal Mudrnt aid. 

2. 8Uta ; authoriza opacation an6 oonitor buainaaa pcacticaa 
toe tha pcotaotion of tha pubUcr pciaarily atudanta. 



3. Accraditaticn : avaluata andr through tha paac pro 

ha^ inatltutiona and prrMjraiia ba calavant to atudanta. 

Of tha thraa rolaa» accraditaticn im voluntary. Dha othar tvo 
raly on lagiaXation and ragulatlon. Andr aach has m right to axpact 
tha othac tvo to do thair job. 



iM aaciooaly ttwtanad . Mi ap arcaptiona abound. 
Oiat ia uhy va niat alwya gat hadk to tha 




.ting bodtoa am not w'lMrlly raappnaihla tor ■nnltnrina 
" or tna aiMnlarration oC_tuflit aid ~ btit tfaay 



thalg raapopiibmti«a . 
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nasMcm psovasb caeuoer ooubqbs a» sgbools 
Pag« Four 



Utt>8 tag A lOOK M MB MaMSPTB PQgtME f AIC3 



Tte uM ia g i team tttm CoMiMion to wmb&e schoola haa batn loud 
and cImt: Naithir acadiBic diahonaaty nor oparatioml mlpcactioa 
vill ba tolaratad. 

teo anauca tiiat thia poiic/ ia anfoccadi tha Accraditing CoB>«iaaiQn 
of AlCS haa ta3eaa aavaral ponarful initlativaa; 

o Adopted aquitabla rafund polidaa (U.S. Dapartnant o£ 
Sducation appcovad.) 

o Raquirad taating of non-high achool graduataa. 

o CurtaUad tha prolifacation of non-omin ci^pua aitM. 

o Xnauguratad quartatly naatinga of accradlting axacutivaa. 

o Prohibltad all focna of falaa advartiaing and consiaaion- 
baaad atudwit aolicitation by non-achool paraonnal. 

o laauad atrict critaria oontrolling all pca-anrollnnt 
activitiaa. 

o Davalopad guldalinaai with OapartaMt of Education inputi 
for a^niataring prograu for AbUity-to-Banafit atudtnta 
and Bngliah-M-a-Sacond-Unguaga. 

o Davalopad taating critaria with tha National Aaaociation 
of Trada and lachnical Sdioola and tha Aaarican Council 
on Education. 

o Currantly davaloping critaria to avaluata inatitutional 
affactivanaaa through outooMa aaaaaaninti a«go oon|>lation 
and plaoamnt rataa. 




ERIC 



261 



FJICXS ABOUT mVASB CAREER COUBSBS 

Pagtt rivt 



ma « Aics Mamnaa a» E"«»wi i 



Ito QttM2 ni—iMlm ctquirM th» kind of dlacloMct md tipotur« 
th«t the Aomdlting OonlMlon oC AXC8 doM. OOMicsicMrs oust 
pr«Mnt thttiMlVM and thtit cmdintlAlA to tha total Miterahip and 
OG^ata in opan alaetion foe avary poaition. Ooitflict-of-lntarast 
ia eacafully guacM againat. 



At laaat thraa OGMiMionara ara as^ointad teom tha public at 
lacga. 

tMh twiaalnnac aipoa a canon of athical raaponaibility. 

Aoeraditad AZCB ioatitutioM ara avaluatad by tninad tavM 
<y» | r1 aa d of daana and faculty froai public and privata oolla9aa# 
univaraitiaa* practicing profaaaionala and axacutivaa of atata 
ragulatory bodiaa. 



againat inaccurata or iapropar accraditing 
daciaiona cecum througiiout tha 



All adioola ara aooocdad procadural dda |i;uriaai which involvaa 
full rtvitva and all a^^niatrativa affocta to raMdy tha problan 
bafcra any Ktion ia takan. 



WW am MC8 flag n mmi mm ns a mwajan cw? 

o By raqoiring annual financial and inatituticnal rapoctai 

o By aaintaining a 3 to 5 yaar aUtiatical pictura on aach 
inatitution and analysing it aach yaari 

o By acting imdiataly if a prablaa aurfacaa and inatituting 
naoaaaacy aafaguarda. 
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FACXS ABOOI PRZYAIE CAREER COLLEGES 
P«g« Six 



BDW onm P0B5 ag klcs MXBBxaiaim camassim 



It coAvtnM thTM tiua annually and ia in saaaion for aix full 
days at aach to: 

o diacuaa iaauaai 

o aatabliah policyi 

o raoaiva racoanandationa frcn ccanittaaa and mMbara« 

o condkact focnal appaal haaringa foe achoola in troubla, and 

o roviav acccaditation r^porta. 



» mat Mcnam mo ng jocs Mjammm oawcssMi rm mnm 
xm m> 19897 

l#g7 actional ranging f rm approval of naw aducational program 
to nagttiva aanctiona. 



Ganarally, by tha tiaa policyvakara and tha nadia baccm awara 
of allagad problana at privata caraar ooUagaa and achoola, tha 
aoTaditing body haa baan angagad in taking action againat tha achool 
for aavaral nontha — aoMtiana for a yaar oc nora* 1!ha raquirwMit 
for dua prooaaa and conf idantiality pravanta tha aocraditing body 
froB diacloaing aoat of ita nagativa actiona to tha public-at-larga 
until tha appaala procaaa ia ccqplatad. 
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FACTS ABCXff PIOVASB CARBSl OOIS/JSBS 



mm am xia nwoyB rm ooMjar or mjcmxmL pwoomc 

By teing ocaittid to •xMllmt and by: 

0 Cctiting thm Qmmc PrograM AaMMnot tMt (CPAt}i 



o Providing a vida range of training opportunitiaa for taachaca 
and achool adUniatratera# 

o Daaigning and aponaoring aducaticn canfarancaa and convantiona# 

o iH^Mnting tha quality aovMant in AXCS achoolai 



o Boating a Oaality Sy^naiw and Quality Staaring Cocaoittaa 
that Bonitors aXX continuing quality a££orta. 



g Ml CWt? 

, ^ * <tia>wnari n taat i craatad by tha A2GS and tha Anarican 

OoUaga Taatmg samoai tiimk ia daaignad to —■■in tha bmic iMlla 
eg aBUriaa a<Md«to > Mow uaad by appcoxiflataly 400 hid Inatlkutionai 
tna CPAt idifttlXiaa tha atrangtha and iriaTmtaan of potmtial atudinta 
in tha araaa of raading ooi^ahanaion« languaga uaagai and nuMrical 
akilla. It ia adUniatrmtad to aU inooBing atudanta in aoat inatitutiona. 
Zt ia alao uaad aa tha dlagtioatic inatrumnt foe high riak« "Ability- 
to-Bamfit" atudanta. 



Itta cm jwaa daajanad apadficaaUy gor Briiatea 

ana M pwaa tan qm ponuaelQp, jdcna with tha ability 
to ba idanuiiaa vitn a raputaua naiional taating oc^ianyi thia taat 
haa providad our Mabara with a validi raliabla and objactiva inatnMt. 
cagular ccx|wtar raporta datailing atudant charactariatica for aach 
inatitution aa wall aa for tha aaaociationi and tha Ofiportmity to 
paiticipata in follcw-gp raporta that trade tha parfoc m ica of atudanta 
throughout tha.^r atay in our inatitutiona. lha CPAt haa baan an axcallant 
ra^ponaa to tha. auch naadad ispravmnt in tha araa of aaaiaaiona 
taating. 
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mCXS MODI FRXVASB CAREER COLLBGBS 
P9q% Bight 



o Quality AMuranM o Adiiasiom 

o iMdmhip o Otfault Pttvtntion 

o PlMommtt o OpicatiQm 

o ItekAting o AccndiUticn 

o riMncial Aid A*dAi«tration 



Ci ttBLgl? 



AJC8 undicatandi that qnalitf actioo ia tha qnly vay to anauca 
long-tacB a ucc aaa for tha atudant and tha inatitution. in addition 
to conducting "quality" woric ah opa for oMabarar AICS haa juat puhliaM 
a book antitladi Quality Aaauranca foe Privata Caraac Scfaoola . It 

aant to all mmi m acaooia ana wiu ba uaad aa a taxt foe training. 



o Raqoita that oonaidiration ba givan^ in tha calculation 
of tha inatittttion'a nat dafault cata^ to tha charactariatica 
of tha atudmt body population and tha hiatocical pcopanaity 
of that population to dafault* 

o Gtadit guacantora for aarving high-ciak populatiowi thoaa 
■oat likaly to dafault. in datanlning tha dafault triggtr 
for pucpoaaa of fadiral rainaucanoa. 



Eatabliah a ooaann dafinition for a "dafault" and caquira 
that that dafinition ba uaad by BD and pactioipania in tha 
progtaa for all calculationa and actiona. 

Raqoira all guarantora and landaca/holdara to capoct data 
baaad on atandardixad dafinitiona and focsa. 
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FACES ABOUT PmVAXB CAREBR OOCXBCZS 
9ft9« NiM 



0 B«92ir« All default data and rataa ba ^*in?1frti1 baaad on 
nat loan voluna« i.a.r induda all paynnUr coUactiona 
M ottm^M againat tha loan pcinclpal racaivad by tha lacidar, 
9uanu)tor or 8D. 

0 Ra^iira guarantora to pcovida dalinquancy liata to inatitutiona 
and raq^ita inatructiona to caoMt on tha accuracy of tha 
liau prior to clMim baing filad by tha guarantor. 

0 Maintain additional infocaation on borrowarer including 
fMUy and paraonal rafarancaa. Tha inatitution vould alao 
ba raquirad to tachaek thaaa rafarancaa at tha tima of tha 
aaoond diiburaanant. 

o Bnhanca bo nruwai oounaalling by inatitutiona at tha tia» 
of loan origination. 

o Prohibit tha oaking of GSLa for mora than tha aaount raguaatad 
tha atudant and oartif iad by tha inatitution. 

o Linit tha nuabar of GSCa to tvo in a calaAdar yaar« vhara 
tha borroMMc ia otharviaa aligibla. 

o Pacsit aducation inatitutiona to purchaaa dafaultad loana 
froB tha fadaral govanMnt or landara/holdara/guarantora 
in ordar to raduc* tha inatitution*a dafault rata. 

o Ramira that any LSai action takan againat an inatitution 
ba baaad on non-diacriainatocy atai^ardar includiijg 
prohibitiona againat IS$IX actiona baaad on typa or control 
of inatitution. 
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nets MOUS mVMB carsbr oollbgbs 



ms Mca PCI ro 



lb twttir infocB id m^aatm if —fag fctwolj and ttiair , 
AXCS hM puyad a )c«y tol« in ^onaoring ttw Frlvata carMt school 
Mteult Maniij— nt Znitiativ* vhich indudM * IdO-m* muali 60 
vockflhopsf Mtrann/Mit vidMi instructor guida and studtnt 9uidt 
— tto only dafault initiativa in all of poatMoondary adUcation. 



m ypUBB paqpla and iig— loin tl» wcckteoa during 
tha naxt £aw dacaoaa, our national challama ia to find wava to incrr 
output par woctor vhila adjuatlng to a Cmaginq 



According to tagkgflpaa ap00» aocnonic growth my ba alov in tha 
naxt 20 yaara« l!ha aoonony will baoeaa aoca and aora doadnatad by 
aarvicaa^ and laaa and laaa by Mmifacturing* 



Toaocrotf'a vocMtaroa vill incraaaingly ooew fros tha nation'a 
aamraii rally and aducationally diaadvantagad populationa. 



Nora and nora vorkara vill raquira poataaoondary aduGationa# 
but fawar vill raquira baccalauraata 



2D00 atataa that tha aconasy vill ba ahapad by f iva 
dwographic "facta" ovar tha naxt 13 yaara: 

o Thm population and tha vorkf oroa vill grow aoca alovly than 
at any tiM ainca tha 19dO*a. 

o tha avaraga aga of tha population and tha vockf otoa vill 
riaa# and tha pool of young vorkara antaring tha labor oaucXat 
vill ahrink. 

o Nora voaan vill antar tha vorkforcai although tha rata of 
incraaaa vill tapar off, 

o Hinoritiaa vill ba a largar ahara of nav tntranta into tha 
labor focoa. 

o ZoBigranta vill rapraaant tha largaat ahara of tha incraaaa 
in tha population and tha vorkforca ainca World Nar 2« 
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7ACIS ABOUT PRXVASB CAREER OOLLfiOBS 
tXmrm 



wxLL M anomt mm or m tpici look lmp 

NorkftTA vtiQ vill join tha Uboc forot batwtn now «nd tha yMr 
2000 art not v«ll-«atch«S to tht jobi that tha aconoMy ia craating. 
Mtny nav wockan# aoM of vtwa ara diaadvantagadi hava ralatlvaly 
lov aducatlon aUlla. kgno im ojaatad baoMaa tfaa naw aooncw wiU 
gaqnljpa 



nia pr ia wto a 9CMt ctellanga to both mOsmem and a^loyacs. 
tta KCB aaotov la praparad fac tha chaUaoga and in caa^v to aaat 

It. 

na Icay factor in ioproving tha aoononic proapacta of indivlduala 
and of tha oountry aa a whoJLa ia aducation and training. 



up's uxM « vm aropagg awwp m mam ... 

Prifta cagaar actiool attandaaa ara aora litely than 

of Qthar atuoint qroupa to ba faS and fra atfapic ■iiiocity mm . 
rtmir ability quartila acoraa and Canily aocioaconoaic backgrounT^ 
lavala ara lovar than thoaa of any aUtua gro^) axcapt for that vf 
no poctaacondary training. On tha othar hand^ nany anrollaaa hava 
alcaady canialatad two- and four-yaar da gr aia bafora attanding a POCS. 



Training in privata achooia ccapanaataa in larga dagraaa for aocio- 
acononic oiaadvantagaa facad by thia group. If^yidnala who attid 
pcimta ca p aig acfaoola hata a ao cc aaa fu l tradTcaogrd . !Piav ara moat 
likaly to do tha following: 



o Qoaplata a pcograa laading to a licaMai 

o Ripact fuU-^tiaa i^lnyaint during tha follow^ pariodt 

o iTnrtlrata that thay had raoaivad focaal training for thair 
poaitionar and 



o flqr thay iMcnad aoat of thair job akilla in achool. 
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5JS?iJ5!J 




■oct than 800,000 •tudtotlT^ "ciuty and staff to Mtva 



thair 
to 



fvovth 
and to 



onUag— and odmla rr ug 

of bmfiu thay pcovida to otudteta* 
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FACTS ABOOT PIUVAXE CAREER COOBGES 
Pagft zhirtMn 



0 Privatt cwmt schools hAv« tlM — gtsption rmf aa 
f our-yiMr eollagaa and a graatar catantion eata than 
vocational studanta anrollad at tto-yaar public inatitutions 
(67% in AZGS achoola in 1989}. 

0 Ptivata caraac achoola pcoylda aftimtlfn for atudanta at a 
■Id! lowr cot to taxpayaca than public collagaa. 

o Etwcy tudant anrolling in a privata caraar achool aavaa 
tayawaca ^17875 ccqparad to anrolling in a coomnity collaga 
and $d«625 oooparad to anrolling in a four-yaar public 
collaga. 

o Iha oot gg ■akina loana to atudanta in taar vaar achoola 
with low oazault rataa nay ba tap tia— ■oca aapanai^a than 
making loana to privata caraerloiool atudanU vith highar 
dafault rataa. 

o Pa^vata cmm acfaool atndita pay a hiA» affactiva intacagt 
rata than borrcwara with laroar eumuiatlva loan aactinta, 

o If ona at-riak atatlaBt Burnaada bacauaa of a guarantaad loQn« 
tha long-tana aatlnga to aodaty would covar tha coats of 
ovar 65 dafaults. 

o Savlnq a f aw ■illion dollara now by raducing opportunitias 
tor high ciaic atuSant^ will coat billiona of dollara in tha 
futura. 

o SchoQla aacying pooc, acadaaically riaky atudanta hava 
higher datault rataa than schools aarving lass acadiPicalAv 
risfcy, middia-incooa"' atudanta i but ara maating a challang% 
no othar aactor will att«spt. 
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fACIS ABOPr PRIYAXB CAMBR aXiLBOBS 
Pigt rourtMn 



pMt tan yMTfl, 



Sht oo t eg arfilf hM incTMMd by 200 pacemt in f iv« 
cglacMM gOMdi not 4n at£ault ratas but in lot 



o l!htc« i« BO iai¥— 1 tmiMdam uMd to calcuUto d«f«ult«« 



0» nm J M T ODaoct — BPO pcopoMd by f omr Soccotary of 
■Aioucn Btimtt —iMTiKi dtfaat twhlM momK puch 
^ it e— Uy la , 



■it ditoilf ICO lam ttMP aa pjggint of tho 1966 appcoprUtioni 
not mjx M fpotffd bv tna D ^MLUT t of Eaueation. 



Drfilto havo historically maOia m jut ame Ifl pageant o f 
pcograa ooata vhila intacaBFliiMldlaa eapcaaani: ovar 77 paccant. 
9w ralativaly low inbagat catan in IflCS dacraaaai ttia 

c£ ooy^ aaaignaa to atuflant aubaidy and i aail tBT " 

in dagilt cc^parad to hictorio avacagaa. 



It will ooat taawaea about 36 oant a oaar tto Ion na to 
jiligr • jolj pi[^^ ^I J faxhr, Saianlta acaaboufc " 
tt»5 oapta oc 36 



Am pdaata oacaoc oollagaa and acteoU an laawtial £or ttaa 
oontiiaiad oo^etitiftnaaa of cur nation. AXCS inatitutiona ham apacial 
cap^iiUtioa idiicii allow than to pcovida veadoataa with aidlla tiiat 
tlia naadi of tn-^^-w'a Ii1 mjBBLBiilrT aamgnlalng that ita 




pcogcaaaiva aoaraditation 

to 

of ftodaeal doUan* 



fm ttaa aaattaa and faaca 90 tar# than pcobahly will taa nrmrlnnart 
dabata cM^cding tha rolaoC printa cacaar oollagaa and aclioola. 
AIG8 waota bo wock with ppaiLjaalrBca aod tha aadia to inam that 
tha facta aca juat that — ttaa fact a. Aa« ^agcop^ 

a policy anviraaant ttaat ultiaataly aaoaa aaa c yona wall. 



to peovldt aeqr intaaatifln whicta aay anli^^an on 
objaetiwa diacuaaion of 
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Mr. Chalrmaiv the Advitoiy Comznittee on Student Financial Auiitance is pleased to 



commenu today toward two important issues: Stafford defaultt and the Secretary's 
defiftult Initiative; and necessaxy changes in the Coogressional Methodology. 

STAFFORD DEFAULTS 

As you may know^ Mr. Chairman, the Advisory Committee has been concerned with 
and has actively considered the default issue ^ince its fint meeting. We presented 
testimony at a hearing before the House Subcommittei; on Ftetsecondary Education in 
June of 1988. We also have committed considerable staff resources to commenting on 
proposed regulations dealing with defaults. 

Throughout these activities, the Committee has adhered to several principles first 
proposed in iu testimony in June, 1988. These principles'inchide preserving access to 
loans for needy students, reducing defkult coats, and improving program management. 

Underpinning these principles, however, is the recognition that efforu to deal with the 
default problem confront competing objectives. Policies that reduce defaulu and 
thereby default costs or improve program management can severely affect acceu to 
Stafford loana for studenu from certain sectors of postsecondary education. Oni^ 



enter into the record conunenu related to today's hearing topics. I will direct my 
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poUckt thAt effectively balance tbete competii« objectivet thioi^ equitable, measured 
approacbea wSf^^n to lUbflJu the program and achieve impoftant coit-icvin|i and 
restore the fatth in the program* 

Mr. C h ai r ma n , the Congress mandated that the Advisoiy Committee cgcamine 
institutional lending in the Part B programs. The Final Report to Congress, submitted 
on June 2, 1969, documents the powerful destabilizing effect that the debult pioblem, 
in its many fonnSi is having on the Stafford program. Defisuhs, ridc-sharingi and 
imubility in the primary and secondary markets are faiortiicably 1^^ Hie potential 
for ceruin sectors experiencing increased difficulty with access to loans, and for ' 
guarantee agency lender of last resort programs to eqpeiienoe substantial strains under 
conflicting incentives and requirements, appean reaL 

Rccent^t the Secretary of Education proposed a omiprebensive deCsult initiative that 
represents an important and positive step toward addressing tiie default proUent 
Secretary Cavazoa should be praised for tiw reasoned approach be employed in 
developing the Department's initiative. This approach relied on coosuhation and it is 
clear from the r^ulations tisat his staff took cooununity suggestions and oommenu into 
account The Secretary's initiative represenu an eminently reasonable and effective 
approach for reducing deCsults tiuit avokis arbitrary me^ ures. The strength of the 
regulations lie in provkling most high defouh rate institutions tiie opportunity to 
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undertake defiiult reduction ictivitiet rather than automatic eq>ubion from the 
program* 

A laife measure of the ultimate luccesi of this program will lie in ensuring timely and 
fair implementation. Impkmentation must be immediate in order to deal with an ever 
growing problem. However, this implementation cannot be premature; adequate and 
reliable data must exist if the program is to maintain support and avoid being mired in 
controversy surrounding the data and the resulting default rates. Disagreements 
concerning the validity of the default rates for individual institutions-especially when 
they are used as the grounds for Departmental actions-will decrease the effect^eneu 
of the initiative and turn attention from loMng the defitult problem. 

NEED ANALYSIS 

In the spring of 1968, the Advisory Committee ur«dertook an evaluation of the 
Congressional Methodology (CM) and in particular the technical modifications that 
appeared to be necessaiy. In conducting this cvahiation of the CM, the Committee 
identified changes that wouU improve the pe»fonnance of the formula in a manner 
consistent with the intent of the statute. 



3 




ERIC 



264 



Hm Advisoiy Cominittee lubmitted iti fint report to Congress in April, 1986, which 
deah with need analyiii. The report included feveral ctcommendatiottft for cbiQgei to 
the CM and the Pell Grant formula, including the following: 

Ricoinnioded ChaagM 

■ Make minor modifications to the independent student definition to eliminate 
confusion concerning the years in i^ch resources onist be demonstrated, simplify 
the definition without significant impact, and avoid large numbers of students 
automau'calty becoming independent in their third and fourth years of 
educational study; 

m Eipllcitfy permit aid admini:;traton to use professioiuU judgement to assist low* 
income independent studenu with fiunilies, whose income is less than the 
Congressional Methodology's standard maintenance allowance, by adjusting cost 
of attendance; 

■ Eliminate veteran's benefits firom the Pell Grant Family Contribution Schedule 
and the Congressional Methodology and consider such benefits as resources in 
order to ensure coiuistency in the treatment o^ and simplify the administntion 
of; these benefits; 

4 



ERLC 



■ 2R9 



265 



■ Elimfiiate inconiittendei in the Higher Education Act and regulations that could 
result In double-counting academic-year student earnings as resources fx the 
academic year they are earned and base year income in the following year by 
treating all non-need-based earnings as base year income for the next academic 
year, and 

■ Continue to recognize the needs of displaced homemakers and dislocated 
workers but addreu these needs through explicit notation of these categories of 
applicanu in the professional judgement section of the Higher Education Act« 

Ittdepeadeni Student Oeflaltloa 

< 

The Committee noted that concern and confusion exist about the definition of fint year 
in which aid is fint received (initial year). The Department contends that the 
legislation fixes the initial year at 1987-88, if aid is received in that year. Establishing 
1987-88 as the initial year requires studenu to demonstrate receiving $4,000 in resources 
i 198S and 1966 and also requires an additional set of questions each year. 
Esublishing 1987-88 as the initial year, if aid was receded in that year, effecthrely 
precludes unmarried undergraduates under 24 years of age from becoming independent 
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Ahbough a nember uf Congreu lesponded to Uiit interpretatioii by indkatini that the 
Departmental position is incoosiitent with congressional intent, the implications of the 
alternative interpretation are not iriiolefy satisfactory. Congressman WflUam D. Ford, in 
Ui March 3, 1968^ letter to former Secretary Bennett, indicated that Coogreu intended 
the same two years be considered for student resources and claimed as a tax 
exemption. The Committee agrees that with this inteipreution and argues alteration of 
the statute to make this clear. However, since studem aid is contained in the current 
definition of reiources, virtually all students attending high cost institutions could 
become independent in their third and fourth years exclusively as a result xtudr ^^t aid 
(if they were not claimed as an exemption by their parents). This automatic 
independency "Yor upper claumen" could have significant implications for the 
distribution of Federal and possibly state and fostitutional aid acrou types of studentt 
and institutions. The Committee urges expulsion of aid firom resources considered for 
self-sufficiency. 

Requiring that married and graduate students not be claimed as exemptions adds 
questions to the form without significantly reducing the number of otherwise dependent 
f tudentd who are considered independent. The College Scholarship Service reportt that 
leu than 1,000 students in approadmateV 24i million are married dependent students 
who would become independent based on this change alone. Approximately 9 percent 
of graduate smdenu are dependent and would become independent This represents 
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Icsi than 1 percent of tU CSS applicanti. The American College Testing Program 
report! that lest than 1 percent of its appUcantt are married dependent students who 
wouki become independent Further, approDdmate]|y 8 percent of the graduate studenu 
are dependent students who wouM become independent, although this represents only 1 
percent of all ACT applicants. It is important to note that these statistia do not 
represent the programs as a whole, but rather give indications of what the effect would 
be on a portion of the population. The Committee uiges that all married and graduate 
students be considered independent. 

The changes recommended by the Committee will: 

■ Eliminate confusion concerning the year under consideration for demonstrating 
$4,000 in resources; 

■ Reduce the number of questions on the application form by two and simplify the 
process for married and graduate students without enfranchising large numben 
of previously dependent students. 

■ Permit students who are legitimately self-supporting to demonstrate 
independence by earning at least $4,000 per year, 
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■ Sbnpliiy the prooeti by pennitdqg ttudentt wbo oooe are detemibied to be 
independent throu^ the eriteria in the Ae!» inchiding profeitioflal Judgement, to 
avoid repeated demooitiation of independency thereby redudoi burden on 
itMdenu and inttitutioni; and 

■ Avoid redasii^dpg Isife numben of otheiwiie dependent gtudenta at high oott 
institutionft as independent, baied lolely on aid, while grandfathering students 
considered independent under the prior definition. 

The Conunittee believes that the recommendation is consistent with the intent of * 
Congress. In addition, the recommended statutoiy changes simpliSes independency 
determination and minimiiirs «4iat the Conunittee believes to be unintended 
redistributional effects of the current definition. 

lad epen d ai t Stadeat Maiateaaace Alkwaaoe 

The CM altered the means of accounting for the costs for maintaining the bmily of an 
independent student The CM, in many ways, brought the treatment of independent 
studenu into conformity with the treatment of dependept students. For independent 
studentt with dependents, this means that the costs of maintaining and supporting a 
family, previously determined by institutions and contained in institutional stuuent aid 
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budgets (ooit of ttteodiiioeX are nam used in the CM to detemioe tMnOif cootributioiL 
Inchidim thto SMA in the CM hti eliminated the iieed» and ability, to have iMtitutiooal 
budgets bued on independent itudent funily lise. Ai long as income ii peater than or 
equal to the SMA» the CM operates relatively efBcientiy, potential difflcuMes aiisim 
from regional ditEerenoes in IMqg costs notwithstandis^ 

However, for independent students whose income is less than the SMA» potential^ 
serious problems arise. Since the SMA has been eliminated from the cost of 
attendance, these students are left with a hidden need gap. This occurs because all 
studenu whose income is less than the SMA wiU have a zero contribution from iifbome 
regardless of the amount of their Income. The difference between the SMA and the 
Student's income was previous^ recognized in the cost of attendance u frunily 
maintenance costs, and therefore identified u part of the student's need. The current 
calculation does not permit recognition of this difference (ie., the hidden need gap), 
except in individual circumstances. 

Last year, however, the Department determined that institutions do not have discretion 
to include family maintenance cosu for studentt because they are not explicitly included 
in the Act Such a position is contrary to the relatively unfettered discretion historically 
permitted under the Higher Education Act and clear statutory language in section 479A 
of the Act The language in this section states that '^thiog in this iiUfi shall be 
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interpreted as limiting the autbori^ of the student financial aid admlnittrator.^to make 
necesaaiy adjuttmenti to the cost of attendance....** Although the Department later 
revened ita position the Committee urges a change in the law to explicitly deal with this 
issue. 

During this controversy, Senator Paul Simon and Congressman Ford wrote fonner 
Se^taiy Bennett concerning the Department's narrow view of dependem care (SMA). 
Both provided important guidance when they contended not only that it was not the 
intent of Congress to restrict institutions' dircretion "^th re^xd to the construction and 
modification of student aid budgeu (cost of attendance) but also that the Department is 
specifically prohibited from rulemaking with regard to need ana^is and cost of 
attendance. The Committee concurs that Senator Simon and Congressman Ford's 
interpretations would restore the discretion traditional^ permitted institutions jin 
addreuinft individual needs and circumstances, and avoid penalizing low-income students 
with familie&f a subpopulation that clearly must be the full and equal beneficiaries of 
Federal student aid. The Committee believes that the act shouki hi^ altered to 
spedfically empower financial aki administrators to make necessaiy adjustments tc coat 
of attendance in these cases under professional Judgements sections of the act. 
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Trntnmt at Vataaa'i BoMlItt 

The creation of tbe CM in the retutiioriation altered an odidng consistency between 
Pell Grant and the UM concerning the inchition of veteran's benefiu in both fbrmulae* 
although they treated them differently. Cunently, as in the past, the Pell Grant formula 
includes one*half of certain of these benefits. In contrast, CM cocdudes all such benefiu 
for dependent studenu but includes these benefiu for all independent students. For 
example, such benefiu are included for independent studenu with dependenu and 
subjected to a 22 to 47 percent marginal assessment Benefiu not included in the 
fcnuula are required by regulation to be treated as resources in detennining awards. 
Further, certain benefiu appear to be omitted from the legislation, but are included in 
the Department's campus-based and GSL regulations. 

The Committee recommends to Congress the cowtotm treatment of veteran's benefiu 
fay considering all veteran's benefiu as resources in awarding aid and deleting these 
benefiu fram relevant sections of the Act dealing with tbe Pell Grant Family 
Contribution Schedule and the CM for all students. The Committee also recommends 
that the Secreuxy retain these dau elemenu on all applications for Federal aid. The 
relevant sections of the Act include 411B(dXlXO), 41lC(cXlXC), and 411D(cXlXC) 
for the PeU Grant Program and 476(bXlXD) ^ 4/7(aXlXQ for tbe CM. 
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Tfcatiiig til veterao'i benefitt com btently will eliminate much jOOQfusioii» itreamline the 
related adminittrative processes, and most likely net resuh in significant cost increases 
in any of the programs. The most recent available Department Tell Grant daU (1985- 
86) indicate that 1.4% of recipients report benefits. The mean award f6r redpientt 
reporting benefits is $1*223 and the mean value reported is $3,69S. The number 
reporting benefiu likely has declined since that time. Thus, the potential Pell Grant 
Program cosu would not be large. Data were not readily available with which to access 
the lii* iy cost impact on the campus*based and GSL programs. However, the 
Committee anticipates that there would be no cost implication in the campus-based 
programs, although minor redistributional consequences are pouible, and small c<^t 
increases for the GSL Program. 

The Conunittee recommends retaining these data on the form, however, since the 
elimination of these dau from the applice^tion could require institutions to collect the 
data independently and cause increased burden* 

Term-Tlme (Award Yw) EanUngs 

The use oi base year income for the determination of family contribution for all 
studenu creates a conflict within the Act and between the Act and the Department's 
existing regulations conceriiing the treatment of term-time or within academic year 
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Mmingk Sectkm 443(bX4) of the Act requirei that inttitutioai diicontitiiie student 
workHitudjr fiindiQi if a student's eamingi exceed his or ber need by more than $200. 
Cuirent regulations also require that these eamingi be counted as resources in 
determining other awards within the award year under consideration. Thus, a student's 
seed and potentially his or her awards would be reduced by the amount earned within 
that year. Under the CM, however, a portion or all of these same eamingi wouU be 
considered part of bace year income and would be used again u a resource in paying 
for education. The te$ulx would be double-counting or taxetion of these earnings. 

Altering the regulations that require institutions to monitor and r'jnsider these earnings 
in awarding aid would restore a long*standing principle for the Title IV programs, the 
avoidance of double^unting resources. The Department is moving to iuue regulations 
on the matter at this time which will addreu the problem within a regulatory context 
In addition* the Con^xss must change section 443(bX4) of the ^ct by excluding need- 
baied eamii^. to eliminate this problem. 

Displaecd Homtmaker ft Dislocated Worker 

The ConunittM icknowledgei the importance of identifying displaced homemaken and 
diflocated worlcen, and recognizet the plight of these group, which have particularly 
great iteed for acceu to poctiecondaiy education. The Committee explicitly supports 
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specbd ittenti)n and treatment for theie groupti along with many otben with special 
circumstanccf. Hie Committee ii concerned, however, regarding the identiiScation of 
theie groups in the formulae and on the form. The Committee lecommendi removal 
of these categories and the associated questions from the form, but recommends explicit 
citation of these categories and the appropriate treatment (e.g. uie of expected year 
income and exclusion of home assets) within the section of the Act dealing with 
professional judgement. 

The questions needed to identify both groups adds about a dozen questions to the form 
and increases respondent burden* The Conunittee believes that elimination of these 
categories and associated questions from the form will achieve the intended goal- 
special treatment for two needy and worthy groups-* while simplifying the form and 
keeping such treatment where it has traditionalfy been located, within professional 
judgement 

Other Isaoes 

Since the Committee submitted iu report, several other issues have been raised, each 
deserving careful attention. First, many individuals have suggested m change in the 
treatment of assets, in particular the family home» ftm and business. I believe that the 
Committee would support elimination of these and other data from the simfriification 
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penpective. However, the Committee would urge caution with regard to the budgetaiy 
and redistributional effecu of eliminating these assets from the calculation of need for 
certain fiuniUes, 

Second* the financial aid community has expressed concern about the contribution from 
student earnings Although the Committee has not taken formal action on this issue, a 
carefid comideration of the iuue is in order, particularly in ligh» of the first two years 
experience with the CM 

*rhird, the double^unting of income in asseu is a aitical iuue to consider. The; 
Commf^ee took up this iuue indirectly when considering the issue of avoiding double* 
counting award-year earnings. Addressing this problem through exclusion of a p^wtlon 
of assets is consistent w<^h the Committee's position on award-year earnings. 

CONCLUSION 

The student aid programs require careful attention arid periodic modification if they are 
to continue serve needy studenti and fomilies effectively. advisory Conunittee 
has supporttd the Qmgress and the Dopartment in making necessaiy changes through a 
' series of recomme^tions on de&ult and need analysis. 

The M£aui( initiath« xnd cfvu(2<» io need ana^ nre needed to ensure equitable 
trestnent and dsaintain suppm for and Isith in the student aid programs. As a means 
d systemataciQy dealing with ;r^h issues, the Advisoiy Cbmmittee has cieated a 
stsmdflf Subcommittee on Need Anaiyiis and Deliveiy system to Uentity issues. The 
Committee intends ^o r^ulariae its review of need ana^ and other aspects of the 
prognmu txi report to Congrest periodically so that consideratioa of technical chaises 
can become an annual proceu carried out in a timely and effective manner. 
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cohhonwtalth of pcnnsvlvania 
Office of the Govcrnow 
Harrisburo 



THC GOVERNOR 



June 13, 1989 



Honorable Claiborne pell 
chainiian 

Education, Arts and Humanities Subcomnittee 
Senate Labor and Human Resources conmittee 
648 Dirksen senate Office Building 
Washington, d.C. 20510 

Dear senator Pell: 

At the invitation of your staff, I am submitting 
testimony on President Bush's proposal for a program of 
Presidential Merit schools. It includes a description of 
Pennsylvania's school Performance Incentives Program, which 
is now operating and which is similar to the President's 
proposal. 

I welcome the opportunity, both now and in the 
future, to work with you on this important proposal. 
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RED STATEHEHT OF ROBERT P. CASEY, 
GOVERNOR OF PENNSYLVAIflA 



Among the many l^r«-«Jit matters you will address this year 
iv ?reaident Buah'a pro;K>aal for ^Presidential Merit schoola*" 
^ .iia proposal holds out roal promise to foous on school 
accountability; to reward l^rovement in teaching and learning; 
and to provide opportunities for collegial decision making by the 
staff of Merit Schools. 

These are the central featUires of Pennsylvania's new School 
Performance incentives program wllch this year, the first year, 
awarded $5 million in state fundJ to 202 public schools, an 
average of nearly $25,000 per school. These schools strongly 
improved their performance as rjeasured by student achievement in 
reading and mathematics, by rrductions in dropout rates, and by 
preparing more students for higher education, in February, at 
the requent of the U.S. Department of Education, my 
administration forwarded the statute and selection criteria to 
federal officials for consideration as the Merit Schools proposal 
was being formed. Those documents are attached to this 
testimony. 

We are gratified, therefore, to see many of the featxures of 
Pennsylvania's program reflected in the Merit Schools proposal. 
However, baaed on our initial assessment of the proposed Part 6 
of Title IV of the Elementary and Secondary Education Act of 1965 
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(20 U»S*C» 2701 et seq » ) we have several concerns about whether 
the program, both as proposed and as proposed for amendment r 
actually will encourage ^ produce, and reward real and sustained 
improvements in the schools* 

One concern is whether to restrict participation in the 
Merit Schools program to Chapter 1 schools* A second is whether 
to use Chapter 1 improvement objectives as the criteria for 
earning a Merit School award* 

On the first question , we support the proposal as 
introduced, holding the incentive for improvement open to all 
students* We appreciate the sense behind proposals to make Merit 
Schools funds available to the neediest schools* Particularly 
given the recent history of federal support for basic education 
— adjusted for inflation, Pennsylvania's allocation of Chapter 1 
funds in FY 1969 is only 81.6% of what it was in FY 1980, a loss 
of nearly $48*1 million in EY 1989 -~ it is hard to argue with 
the need to provide greater support for schools with high 
concentrations of disadvantaged students* 

Yet we believe it is important not to restrict the Merit 
Schools awards to Chapter 1 schools # both because the Congress 
should aid disadvantaged schools directly through increasing the 
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budget for Chapter 1, and became much a restriction would 
disaerve the real educational purpoae of the proposal. All of 
the many education reporta issued in recent years tell ua that we 
must succeed at much higher levels with all students, and the 
only way to do that is to insist upon and reward inprovemerits at 
All schools ~ virtually all of which have some students who are 
both economically and educationally disadvantaged. 

Our experience in Pennsylvania makes this clear. Among the 
202 schools which earned School Performance Incentives this year, 
nearly one-third were jjot Chapter 1 schools. A few were in 
school districts which are among the wealthiest in the 
commonwealth, because even in those dit.ci.ir«t0 the need for 
improvement exists. Since we cannot affoxv* leave any child 
behind — including those whom malthy schools are failing — 
neither can we afford to deny any school the incentive to make 
strong improvements. 

Also, the insistence on real improvements arts as a 
restriction on the school's eligibility in the first place. 
Schools which already provide the superb education which must 
become the conmon experience for all studecits rarely will benefit 
from programs based on improvement since those schools typically 
have insufficient room for improvement to qualify for an award. 
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Some of the schools which Pennsylvania rewarded this year may not 
be eligible in the future because it is statistically impossible 
for them to make iraproveroonts to match the current criteria. For 
example, schools where this year 90 to 100 percent of the 
students have mastered essential reading and mathematics skills 
cannot receive further incentive awards under criteria which 
require an improvement of at least 10 percentage points. 

Thir experience also points to an answer to the second 
question — whether to use Chapter 1 program improvement criteria 
as the basis for earning a Merit Schools award. The proposal 
before you says that states "shall consider" the Chapter 1 
improvement objectives when applying the criteria for Merit 
School awards to chapter 1 schools. For the reasons set forth 
below, we propose either that it be understood that states mav 
"consider" those crittoria without adopting them or that you 
revise the language to read "may consider." 

Qiven that the standards for Chapter 1 improvement are 
minimum standards of educational progress, we believe that they 
are inadequate. Rather, a program of special recognition and 
incentives should be based on strong improvements such as we 
require in Pennsylvania. 
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Fully 70 percent of the Pennsylvania eohools which earned 
School Performance Incentive awarda this year were chapter 1 
■choola. To ua, this ia compelling evidence that chapter 1 
•choola can make the strong gains which %fe in Pennsylvania 
require. We need not, and should not, settle for less. 

Our judgment is that a program of incentives for 
improvements should be applied uniformly across all schools alike 
— Chapter 1 and non-chapter 1, public and nonpublic. There is 
no such thing as a chapter 1 adult. But it is for adulthood , 
successful adulthood, that we educate children. We now are at a 
poiut when we must insist upon accelerating the pace of 
educational improvement and not upon adopting standards which we 
know to be inadequate to the purpose. 

There also are purely administrative reasons not to create, 
at least in Pennsylvania, a dual incentive system with cne set of 
standards for Pennsylvania's School Performance Incentives and a 
aecond set of lower standards for Chapter 1 schools. In order to 
obtain a school-wide assessment, we would have to mandate a 
system for all students solely for the purpose of being eligible 
for the Merit Schools program. Even in the same building, 
achievement data collected for Chapter 1 students is not 
collected for non*Chaptar 1 students. Similarly, if %#e chose to 
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apply the Chapter 1 criteria universally among the achools, we 
would havd to mandate assessment and reporting schemes for 
schools which have no Chapter 1 students at all. 

Both of these alternatives seem unduly burdensome on school 
administrators, teachers , and students and on the resources we 
have available actually to improve education, our goal is to put 
the maximum number of dollars to work on improvement, not to 
create reporting requirements which may be more expensive than 
any benefit which a school could stand to receive from 
participation in the Merit Schools program. 

Recogniging the uniqueness of Pennsylvania's position^ we 
therefore recoMnend that the states be given the option to use 
Chapter 1 improvement measures or not, as makes sense to each 
state, to determine the criteria for receiving a Merit Schools 
award . 

Other aspects of the Merit Schools proposal which we ask you 
to examine closely concern the •specific measures used as the 
basis of awards to schools; the use of funds awarded under the 
program! and some further administrative considerations. 

Having struggl'^ with the issue of measures of school 
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pttrfornanoe In creating and Implementing Pennsylvania's school 
PerfoRsance Incentives program » we caution you to examine closely 
the use of •'process" measures (the ways or conditions in which 
students learn) as distinguished from **outcome" measures (the 
content of what they learn). Such measures of school perfomance 
aa "the degree to which the school demonstrates progress in 
achieving and maintaining a safe environment » including reduction 
or elimination of problems related to druy and alcohol use" 
(Section 4708(b)(2)(B)) and "iiqprovements in school leadership, 
the teaching and learning environment , and parental and community 
support and involvement" (Section 4708(c)(1)(B)) are examples of 
**procciss" measures. 

In Pennsylvania, we are encouraging family and school 
relationships through a program called "Families and School: 
Support from the Home Team**" In little mote than a year, this 
program has distributed more than eight million pieces of 
literature describing what families can do at home to support the 
wor]c of the schools and what schools can do to enlist families as 
partners in the education of their children* Recently, the 
program won its second national award for excellence « 

We also are waging war on drugs. Our oeneral Assembly now 
has before it my proposal to invest $140 million in PennFree, a 
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plan to attack the drug problan on all fronts with a substantial 
investment in education as well as in treatment and law 
enforcement. Together with o\ir nationally recognized student 
Assistance Program, we intend to become in all respects a model 
for the nation in combatting drugs. 

Finally, we have created a Principals Academy on 
Instructional Leadership, which some 500 principals have attended 
over the past two years. The four-day academy trains principals 
in ways to keep their focus of their work on instruction — 
working with teachers to improve teaching skills, the climate for 
learning in the schools, and team building among other elements 
of effective school management. 

We mention these efforts to illustrate that we know that 
successful learning is more likely to occur in schools which are 
free of drugs and which have effective leadership and strong 
CGTOiunity and family support. However, those conditions do not 
necessarily produce high student achievement — if, for example, 
teachers are not arm€^d with a coimand of teaching strategies 
which are known to be effective — and therefore do not givi us 
confidence that, sttident achievement is improving. We agree that 
it is urgent to focus on these conditions of teaching and 
learning,, and we are doing so in Pennsylvania in strong and 
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austained ways; but we disagree that these can be construed as 
measures of actual student achievement. 

Additionally, states and schools likely do not have data 
bases which describe the "process" msasures with sufficient 
certainty to be the basis for the expenditure of public funds. 
Certainly Pennsylvania does not, nor is it clear to us that the 
"process" measures are in fact measurable. To support the sound 
Intent of the proposal, we accept the challenge to make them 
measurable, but we also ask that these "process" measures be made 
optional until we can establish with confidence that improvements 
in these areas are real. 

Rather, we urge that the dollars available for improvement 
incentives be focused first on the "outcome" measures of 
improvement which the Merit Schools program proposes — student 
mastery of reading, writing, and mathematics skills; reductions 
in dropouts and encouraging dropouts to return to school; college 
entrance rates; and graduate employment rates. These measures 
describe the improvements which are most Imporlcnt to us and, 
ultimately, to the students themselves. 

We therefore recommend that the "process" measures described 
above be included as optional^ not mandatory, measures which will 
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serve aa the basis for Merit Schools awards as the atates develop 
consisteat ways to document their occurrfence in the schools and 
their direct relation to student achievement s 

The use of funds awarded to Merit Schools is another issue 
which deserves close attention so that may be sure that funds 
awarded to schools continue to advance the important purpose of 
improving education. With only one exception. Section 4710 
does so. The sole exception is paragraph (3), "bonus payments 
for faculty and admin ustrators . " 

Pennsylvania's program of school Performance incentives 
takes tho position that award monies are best used to reinvest in 
making further strong improvaiKsnts in the srhools^ a position 
which we believe is soimd because it furthers one central intent 
of the program, which is to recognise the need for continuing 
improvements. As stated above in the context of Chapter 1, the 
best schools will qualify for awards for only one or two years. 
The great majority of award-winning schools in future years will 
be those which still have a long way to go. 

It therefore appears correct to us to require that 
award-winning schools use their awards to continue and to 
increase the pace of their progress in the manner sugoested by 
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the other paragraphs of Soction 4710. 

We further suggest an addition to this section, one which is 
based in the report of the Carnegie Forum on Education and 
Economy, A Nation Prepared: Teachers for the 21st Century , and 
which we are finding to be of great moaning in Pennsylvania. It 
is a requirement that the staff of an award-winning s uool — 
teachers, principals, guidance counselors, librarians, clerical 
and support staff, and all the rest ~ participate collegially in 
planning how to reinvest their awards to achieve further 
improvements in the school. The Carnegie Forum states the reason 
succinctly: "It is particularly important in a school setting to 
emphasize and reward the entire staff for student progress. 
Pirr5t, because the contribution of individual teachers to student 
progress is extremely difficult to measure and, secon(% because 
it is important to provide strong incentives to the staff to work 
as a team on behalf of the students.** (p. 91] 

In this v^ay, an incentive program provides and compels an 
opportunity for the staff to have a greater voice over the work 
of the school, which is a central recommendation not only of the 
Carnegie Forum but of every serious national report on the means 
now needed to improve school performance* 
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Wc therefore recoipmend 1) that the proviaion for "bonus 
pevnwnte for faculty and adminietratore" be deleted; and 2) that 
the propoeal be *MnH^H , to require that "the uaae ox incentive 
funde> , ,ehall be determined by the regular full-tiroe and 
part*'tiiae achool eraploveea in the achool through a aelection 
procQee of their ovm choice. The plan of the achool eraployeee 
regarding the uee of the funde ehall be presented to the board of 
■chool directora and ehall be Iwpleroented unleea the board of 
■chool director! diaapprovee within aixtv dava of Ita ri»ceipt. 
If the Plan ia diaapproved* the school emploveea may resubmit a 
new Plan which the board of school directors shall consider as 
provided herein," 24 P,S, Section 2595 (e) and if) . 

Three other issues concern administration of the program at 
the state level. Of less importance than the educational merits 
of the incentive proposal, but carrying significant weight 
nonetheless, is the re({uireroent in Section 4705(b) that states 
submit a four-year application which contains "the criteria the 
State educational agency will use to select Presidential Merit 
Schools.*' At the; least, this requirement should make explicit 
that states may amend their criteria, either to change the 
criteria for existing measures of school impzovement or to add 
new measures of school improvement, during the four-year period. 
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Even having our School Performance liicentive program in 
place, Pennsylvania is continuing to develop new measures of 
school performance — for vocational education, for higher-order 
learning in both elementary and secondary grades, and potentially 
other measures suggested by our schools. It will be a disservice 
to the schools not to have the freedom to pursue additional 
measures, or to refine existing ones, during the life of the 
Herit Schools prograti. 

We therefore recommend that states be permitted to . mend 
their four-year plans as often as anmially to provide for new or 
revised criteria for earning a Merit Schools award . 

Additionally, there will be some cost in time and dollars to 
create the data systems which will allow nonpublic schools to 
participate in the Merit Schools program. Pennsylvania, whose 
School Performance Incentive program applies only to the public 
schools, does not now have data on student achievement in 
nonpublic schools which will permit knowing whether the schools 
have improved from year to year. To create such a data base will 
require at least two years and perhaps three before nonpublic 
schools can participate on a basis which is comparable to the 
public schools. 
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While we welcome the participaMon of nonpiiblic schools in 
the Merit Schools program, we want you to be aware of the hidden 
costs and to encourage you to see that the final legislation 
provides for those costs* 

Third, the requirement for a "state review panel to assist 
in the selection of Presidential Merit Schools,** Section 4707, 
becomes largely unnecessary for that stated purpose if we limit 
eligibility for awards to outcome measures « That is, by adopting 
statir :ic&l performance measures such as student achievement on 
reading and mathematics tests, dropout rates, and 
going-to-college rates, the identification of strongly improving 
schools is a ministerial one. The need for informed and 
representative judgment arises instead around the tasks of 
selecting the outcome measures to be used and the degree of 
improvement required for a school to receive an award. 

We therefore recownend that Section 4707 (aHl) be amended 
to read: "Each State educational agency shall ostablish a State 
review panel to assist in determining the measures to be used and 
the degree of improvement required for schools to receive 
Presidential Merit Schools awards." 

Thank you for the opportunity to present Pennsylvaaia's 

experience with our School Performance Incentives program as i'ou 
begin to examine the Merit Schools proposal. We believe the 
President's proposal promises to be a driving force to improve 
teaching and learning, and we submit these recommendations in 
that spirit. 



ERIC 




291 



•16- 

SUHHARY OF T^COMMEMDATIONS 

1. Keep the Presidential Merit Schools program open to all 
schools. Do not restrict it to Chapter 1 schools. (Testimony 
page 2.) 

2. Do not require the use of Chapter 1 program improvement 
criteria as the basis for determining Merit Schools awards. Make 
these criteria optional for the states. (Testimony page 4.) 

3. Do not mandate the use of "process" measures — Section 
4708(b)(2)(B) and Section 4708(c)(1)(B). Make those measures 
optional for the states. (Testimony page 6.) 

4. Delete Section 4710(3) — "bonus payments for faculty and 
administrators." (Testimony page 10.) 

5. Add a req[uirement that award funds be used to achievci further 
improvements in the schools and that the use of award funds be 
determined by the staff of the school which has earned the award, 
subject to approval by the school district's board of directors. 
(Testimony page 11.) 

6. Permit states to amend their four-year plans as often as 
annually. (Testimony page 12.) 
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7. Consider providing funds for states to develop data systems 
to measure the performance of nonpublic schools. (Testimony page 
13.) 

8. Amend Section 4707 (a I (1) to give the state review panel the 
charge to assist in determining the measures to be used and the 
degree of improvement required ::or schools to receive an award. 
Delete the charge to assist in the selection of schools. 
(Testimony page 14.) 
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7 Btch BChQQl that_BBBtB,thc_gBqaic8d_lByel of aartotaanea 

e jpDCQtaBCttt ait aBQttftt datacaiaad b» diy idinq tha total tall-'tiaa 

r9 pqaiwalaat profaaaiQaal aaployaa t^ha qpalHyj^na aehoola fa^g 

to the aBQBat_apnaaIl» appropriatod for tha aehool aarfora^iiea 
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1 iac&aU£&Stt.-Xbil^iaCdail.l^. MiArds miLI ba nistclbttlad to thH 

3 professional fcanlavfas at tha QQali^ying gc^9nl. Bach ^c?t|nnl 

6 the Statft Tn&aBurar in f aypyr of t>ach,schQol d^s^rict ifi^h 

^ ifil III :ttcBnti¥e foftds shall he paid to the school 

1 1 ftllilillia9.&£bQQl&.UI applied to one or ■orfi of the 

1 3 ill taaphlnq laatgriala. includipy hoots, ao^^g-wisual nids 

17 iiUib£L.&&ll2Qll 

1 8 iiiii — issUt ia^Q.ia-lti&-iaL£Qi Arxtitta^L«Aty.Ancfi(Hani^ 

20 ill] — DthftT-tttaR^cdASQaablY aximcted ^o i sprova schoql 

21 flartoriADCl Qcta^anhAnca taach^i^tf 4n4 ^parnin? or t^ia 

22 aliic&UuuLxIUita.Qt^bsi^ctLaai<. 

2 3 121 Ufi&&.Q(^la£eLUli.Stfi.U Qd&i»&&. BIM ided for in paraacauh 

24 llL-QtLAbis^tttbaaction^in each gchgol ah^U ^>fl 4fltBy » irm4_by 

25 Uu.,£afluLlL-f.uIL=i.il£.iiQl-Pdrt-'tiSb schoo l e-m ^flQ^n iU I hQ 

26 achQQl_thr3ttgh-A,siQli?ctiQa proc&si; of thnir ch oice^ Th>^ p lan of 

27 Hni-SChQQl-aRPlQlg^ii^miArdina usp^ of tho incontiwe funds shall 
23 ha,nr^suiitAA-l:i_llkU-bgaul_Qf scfapQl dic;ggtOg^ tnd ah4lt N 

29 lipleaantQA ttnLessthB board of prhQQj dir^Ktars disAPPCQvos 

30 thifLsi^ty_Aaya_Q£_itd_receim, if ^tlQ tflfln disapptQ^tf;!^ 
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m 

te,Mea,,ttt,.>j;Mtfittaiiat^aal_llQt^Q^ftttftlilAiit^a^ny_Qth ar aouree^ gff 
tftDla-lQC_tha,aMrltittii_Qt_tto_flti4litying_achQQl » and the 

lAi — 111 UctLJidiaQl^i&ui&t.ucciLiiQi.ft^hQai-ttBc£au&iic& 

' Uiat,AlliaJgiabftr--ll-Qt^tJi&-XiMa.L-jtiicr:^IlQit inq th^ vaar in 

Khlah^ttah-lttaAa^ftga-flKPflndttd on the oia ot ^hg t^nAm. the 
f Lattt ltl Pg th fl-nia^Qg-»ii&h_tnnda aiid thP^wft intQitaqca of t^g 
• tit&4l-flllfl£t-fln-tifttiall_ca_fla^lifyinn gehool huild inaa of aaeh 
^ aghttfll,,AiflttLgt&>^RflMtta_fat_ichQQl diatrieta^ providQA ggg 

^ LAaC&littfl^gftlBLlta&-al^tLa-^&a^tb_A_LrfPQrt on thb oporation nf 

J ia£ludli;a.ft&r.u&aaauilaLiQQa^u.ctLaQaa5^a.tha-&£i&cU&a 

1 ccitftria, 

2 Ut — ftl^a£UafeaiLJLJi^aaii_tti&_Secr&lAry,3f Edacatioit shai; 
^ ClBttLl^ttt-tto-SlialLam^&ad-tliaQcitY chaifan 3g tj t^ Q E j l"gfrl i gn 

CaBaLllBa-at,itia^!lttliaU^ttL,Bflflt^aaata.ti»9c and to t^e Ch ^lraan 
4ttA^aiafl£iti-ChaLmiii_Dt_the EdQcation coawittan nf thf. 

6 Qai.Zba^laQUtUiiiQQ^L-BiaauULi.alu&uiaiaIjiUflCAaa 

S katlflrttUiga^aBracaa&ntr^e&QaBfenAetiQtis. Qf aathoda nf 
^ e.acttJl£afliaa„LiI&ii&atiaa-ttl_thti&Q_utQai:aBsi and Qwaj.y atiQn_iftd 
^ LaCQBakLaAiLiM&-aa-ittiblhar-lhes&-PtQaraBs_8h Quld ba cnn tinakitf 
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1 tLUulj. 

4 amr tiohtg, tnclttd^na rtaht« of rep rBsentati cn^ cn^ovB(^ nn<^e^ 

5 thft^act_o£_JalT 23. 1970 CP,L,563. Wo, knoyn >ia the '■Pahiir 

6 ttBLaXlLJfiULiaU^&ljt" or nnder Pthsr proyiBiong of thta act. 

7 Sftctipn_23ft6^_ SpticUi Stadr on tha Roygnaft IiiD?ict of out-of- 
6 ik&U^M-CUllUiuZrlii ThP PDParfant of Iducation ahalt 

1 1 BtttBB. gactlcaUt eaphasis mh^l^ ba nU^e^^ 9^ di^t^fct^ ■eeti.ng 

12 tki^QilajtiaB-uiuiiUi 

1« 4Et of Dftcft.bat 31. 1965 tP,U12S7. Mq,511>, known aa «Thp LqcaI 

16 ttt-&lAla^pIaca_af_a«plovant and wha. tht^raforB. clfti« 

1 9 CtelitB-iii,gftniitfl»aTiia a« a ^aaoLt o^ t;hea Q levies. 

30 Ikl IfaB-aKtft^&aent shall jnc^ttdaa 

21 13L,IlftftLiIi£&tlflR^flL.All aittgicta Bhlcti-BBgL^flJilmita 

22 CLUAIUa 

23 121 — gttBRiUtittiL,Bt JL&iB>iBaicitiDfli^on,.ft,ttBC.llatcict basisu, 

2% t^A^littBbat_Qf^LatilQftt_taK pa»ars elainina a tax credit for nflt- 

25 QUiUlB^lUiiaUiu 

27 a.iMftA^tliQ^Btg.agt Qii-tllfl^u&Al_attd Sta^q raveiiaeB fgr qach 

26 i.t£ftCtBi-:ictLQBL-liatLic:iiu 

29 id Iha^Sagiet4L£^_gdacatiQn_ shall pres&n t a roport 

30 BBBBi£iziai-lha-UBBll&^2l^hU^Biftlx-U^li&^luicaaji*Aad-itLA 
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CRITERIA FOR PENNSYLVANIA'S SCHOOL PERFORMANCE INCENTIVES PROGRAM 

SCHOOL YEAR 1988-89 



lumroved Sfuripnt: AchlgygBgnt: in Reading And Muthgafltics 

To qualify for a School Perfornance Incentive award, schools had 
to raise the percentage of students achieving a connand of essential 
reading and oatheniatics ski] Is by at least lO percentage points in 
each subject and grade tester! in the building, cosparing 1986-87 to 
1987-88. Student achievenent was measured by the Commonwealth j Test 
of Essential Learning Skills » a criterion-referenced assessment of 
reaaing and nathenatics given to all 3rdi 5thi and 8th grade students 
in the public schools. 

Pennsylvania's statewide improvement in 1987-88 was 2.4 
percentage points. 

Improved Dropout Rates 

To qualify for a School Performance Incentive award, schools had 
to reduce their annual dropout rate by at least 1.8 percentage points 
from 1986-87 to 1987-88. Schools with fewer than 15 dropouts in 
1986-87 were not eligible. The annual dropout rate is computed by 
dividing the number of dropouts during the school year by the school's 
enrollment in grades 7-12. 

Pennsylvania's statewide dropout rate for 1986-87 was 2.8 
percent. 

Improved Student Prgparation fnr Hloher Edtica.:ion 

To qualify for a School Performance Incentive award, schools had 
to achieve either an increase of eight percentage points in the 
percent of seniors taking the Scholastic Aptitude Test (SAT) plus some 
gain in both verbal and mathematics scores qi, an increase of at least 
35 points in the sum of the average verbal and mathematics mean scores 
plus some increase in the participation rate. The results for the 
class of 1988 were compared with the combined results for the classes 
of 1986 and 1987. 

Statewide in Pennsylvania, the class of 1988 had eight percent 
more seniors taking the SATs than the classes of 1986 and 1987. The 
total verbal and mathematics mean scores for the class of 1988 were 
6.5 points lower than for the classes of 1986 and 1987. 
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ThfCollegt Board 

71 7 UMMCh<j««ttt Avtnu». N.W . Wuhlngion. D.C- 200M 
.»2)}92*71d4 



June 12. 1969 



Honortble Claiborne Pell 
ChainHn 

SubcoMittee on Education 
U.S. Sentte 

SR-335 Russell Sentte Office 

Building 
Washington. DC 20510-3901 

Detr Senator Pell: 

Enclosed tre tMO ptpers thtt My be useful to your subcoMittee in 
considering iMndnents to the Congressional Nethodoloay under Title IV of the 
Higher Education Act. 1 hope they aight be included in the record of the 
subcoMittee hearing scheduled for June 13. 

Both papers grow out of extensive analysis by the Co»«ittee on Standards 
of Ability to Pay of the College Scholarship Service (CSS). The first, 
"Agenda fo> Change," recowntnds adjustments f t^i Congressional Neth&dology 
needed to address prob)fls that have cose to light since the aethodology was 
iapleaented starting lait year. The second paper, "Approaches to 
Siwiification," suggests sore radicel alternatives for simplifying the need 
analysis systeei, especially for Iom income students. 

Also enclosed are graphic charts, based on the CSS filing population, that 
depict the shifts in dependency status and in student eligibility as a result 
of the transition to the Congressional Methodology. 

Please let ne knoN if the College Board can provide additional infomation 
or analysis* 



Sincerely, 




Lawrence E. Gladieux 
Executive Director 



LEG/veg 
Eni;1osures 
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The Conargsslonil Hgthodology; 
Agenda for rhanijiP 



A Discussion Piper from the College Scholarship Service (CSS) Council 
Comlttee on Standards of Ability to Pay (CSAP) 
Prepared for the 1989 Regional Meetings of the Colleg' Board 



Since the 1988 College Board regional meetings at which nemjer opinion 
was gathered regarding needed Improvements to the Congressi 3nal 
Methodology (CM;, the College Scholarship Service (CSS) Co'ndl's 
Committee on Standards of Ability to Pay (CSAP) has spent i good part of 
Its time refining Its agenda for change. Staff has commu'-lcaf^d CSAP 
positions on the Congressional Methodology and Its problrms to both the 
Advisory Committee on Student Financial Assistance and to Congressional 
staff during the past year. Furthermore. CSAP members have continued to 
analyze the Impact of the new methodology on CSS filers and to study 
proposals nade by the Advisory Committee and statutory language 
considered by the Congress as part of default-reduction Initiatives. 
During the need analysis session at each regional meeting, Comnlttee 
members will seek further comments from the CSS Assembly (CSSA) 
membership about CM problems and potential solutions. 



The problea 

In reauthorizing the Higher Education Amendments In ig86, the Congress 
changed the definition of Independence, Incorporating both "automatic" 
criteria (age, veteran status, family status, etc.) and ''conditional" 
criteria (tax exemption, self-sufficiency) requiring documentation by the 
aid administrator. These conditional criteria wh^ch are defined 
differently for unmarried undergraduates than for married undernraduates 
or Graduate students, have Increased In complexity each yea- for students 
applying for aid. For example, the 1989-90 FAF asks unmarried 
undergraduates to complete as many as nine separate questions about their 
dependency status. Both the response sets and the branching Instructions 
on the forjn are lengthy and complex. Furthermore, the definition of 
resources Is cotnpllcated and Invites error-prone responses. Finally. It 
Is almost Impossible to describe In simple terms to a student or to 
parents the qual Iflcatlcns for Independent status. 



Preface 



Independent Student Definition 
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Unltss tht Uv Is changtd btfort tht dtiign of thi 1990-91 FAF Is 
coiipUtt.' tht aid comnlty can antlclpatt an additional branching 
Instrurtlon In the qutstlon about whan tht studtnt first rtctlvtd ftdtral 
aid, as wall as an additional qutstlon regarding tht itudtnt's rtsourcts 
In l9wo and 1989. Ont can looK a ftv ytars into tht futurt and tnvlslon 
an tntl^^t pagt of tht for* tftdUattd to qutstlons conctrnlng tht 
studtnt 's status. 



Is tht oirrtnt dtflnltton accoi^ltsMng CongrtssloiMl Inttni? 

In changing tht dtflnltlon. Congrtii triad to t11«1natt crittria which 
vtrt difficult to dociMtnt (t.«., vhtthtr tht studtnt llvtd with or 
rtctlvtd support fro« partnts) and to prtstrvt tht Inttgrlty of tht 
dtflnltlon by Incorporating a ttst of stif-support. Furthtraort. 
Congrtss rtcognlztd ctrtain txctptlonal situations which would Justify 
application of proftsslonal judgatnt in tht dtttralnatlon of a studtnt's 
status. 

It now apptars. howtvtr, that ont tfftct of rtaovlng tht "dIffUult to 
docuBtnt" crittria aay havt bttn tht crtatlon of a ntw loopholt In tht 
daflnltlon. Ai faaillts btgin to undtrstand tht currtnt crittria, It Is 
posslbit to 1» pint that partnts of high school studr.ts fro« alddlt and 
upptr 1nco«t K Jits My dtcldt not to clala thtir child during tht two 
ytars prior to postsccondary tnrollMnt so that the child can apply for 
aid as an Indtptndtnt studtnt. Although CSS has no hard tvldenct that 
such dtclslons art coMon, antcdotal tvldtnct froii tht aid cotnunlty 
sugatsts that this loopholt say dttract froa tht atttapt to tighttn tht 
dtflnltlon through tht ttst of stif-support. 



Nh«t do wt know about tht I^MCt of tht ntw dtflitUlon on CSS flltrs? 

CSS National Sunury Data (NSD) rtporti fro« tht past thrtt ytars rtvc&l 
that Bort studtnts art Indtpendent undtr tht ntw dtflnltlon than undtr 
tht old dtflnltlon. Thty also ttll us that sinci 1986-87, tht nunbtr of 
dtptndtnt graduatt studtnts has dtcrtastd significantly. Tabit A shows 
conparatlvt data: 



TABU A - Otptndtncy SUtus of CSS Ftltrs 



X of 
total filers 



X of graduatt/ 
nrofittTonal f11er> 
86-87 87-88 MM 



Dtptndtnt 



66. 9X 63.1X 6^41 



29. 7X 



9.2t 



8.3X 



Indtptndtnt 



33.11 36.9X 37. 6X 



70.31 90.81 91.71 
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It Is also Inttrtscing to txailnt tht various dependtncy criteria to 
Itarn which havt the iost slonlflcant Impact on detennlnatlon of 
Independence for the CSS filing population, ubie B, based on the fall 
1988 NSD report, shows that nost students establish their Independence 
based on the automatic criteria. (Kott, however, that a student nay be 
counted In aore than one line on the table since the table Is constructed 
based on answers to questions 45-50 on the 1988-89 FAF,) 



TABLE B - Independent Student Criteria 



It Is also Interesting to note that very few aid administrators have b^en 
using the C3S dependency override capability. Through November, 1966» 
only 5,400 students (.2 percent of the total filers) were processed as 
Independent lased on tho aid administrator's professional Judgment. 
Furthermore, only 115 students (.004 percent of the total filers) were 
processed as dependent because they were claimed as a tax exemption 
during the previous year. 



Posslblff solutions 

Included In last fall's default-reduction legislative initiatives were 
several proposed changes to the Independent student definition: 



« A provision that married students and graduate/professional 
students (House bill only) be considered automatically 
Independent; 

■ A provision that single undergraduates under age 24 who were 
determined Independent retain that status unless subsequently 
clalned as a tax exemption by a parent; 

■ A provision that would require a first-time Independent student 
to denonstrate self-support during the two calendar years prior 
to the first calendar year of the award year and remove student 
financial aid from the definition of resources; and 



X of Filers Meeting 
Criteria for Independence 



Over age 24 
Veteran 

Orphan/ward of court 
Legal dependents 
Undergrad conditional 
criteria (Q. 46-49) 
Graduate/married 



28. OX 
3.0X 
K2X 

12. 6X 



3.7X 



conditional criteria (Q. 50) 



2.9X 
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■ A provision that would peralt studints with annuil total 
resources of ItiS than $4000 to demonstratt selMupport. 

Thtse proposed changes atteinpttd to d»a1 with the complex Issufs cited 
tai-lltr In tnis paper. Although thtst Itglslatlve Initiatives did not 
pass in tht last session, the 101st Congress nay reconsider many of these 
same Issues when it convenes. Therefore, It Is luortant that the CSSA 
■enbership advise CSAP on the best solution to problems created by the 
Independent student definition. 



Oiestlons for consideration by the CSSA membership: 

a. Should oraduate/professlonal students be automatically 
Indepenu it? 

b. Should rarrled students be automatically Independent? 

c. How should the form ask a question regarding the student's prior 
Independent status? (To date, federally approved forms have 
never used the terms dependent or Independent to describe 
student status.) 

d. Would the te$; be Improved by restoring the criterion relating 
to whether the student lived with parents during the two 
calendar years prior to the first calendar year of the award 
year? If not. Is there reason to be concerned about the new 
"loophole"? 

e. Since so few students establish their Independence based on tne 
"conditional" criteria, could the definition be s'sipllfled by 
eliminating the conditional criteria, allowing aid 
administrators to make exceptions based on professional Judgment 
when a legitimately Independent student does not meet any of the 
automatic criteria? Can such a treatme.it be administered with 
equity, given the diverse aid sources Involved? 



The problem 

The Congress mad^ provisions In the statute for variations on the regular 
CM analysis to account for the special problems of dislocated workers and 
displaced homemakers. The provisions. hoi»ver, have added complexity to 
the form, the Instruction^, and the process. 



Hhat do we know about the Impact of these variants on CSS filers? 

^ ^ery small percentage of CSS filers Indicate that they are either 
dislocated workers or displaced homemakers. Some of them also qualify 



Dislocated Horker and Displaced Ho«emaker Variants 
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for the Simple Needs Te$t and ricilve jpecUl treatment under that 
variant. Fewer th?" Iiair o7 ' displaced homemakers, however. Indicate 
home ownership ind, as * ri-' receive no benefit from the analysis 
variant, '"..lally, anccdoU. Jence frofli users. Indicate that many of 
thos^ -ho Indicate i!::ir»^»" -jrker status, do not actually meet the 
c* ieria. 

Table C provides summary data on CSS rllers who were processed as 
dislocated workers or displaced homemakers. 



TABIE C - Percent of Dislocated Horkers, Displaced Ho«euker$ 



Independent 



Depe ndent 



Dislocated 
Workers 

Displaced 
Hotnemakers 



1 Parents 1 Parents 1 
Primary Secondary Owning 
Analysis Analysis \^ 



2.5X 



1.61 



.41 



1.21 



67.11 



45.41 



1 Students 1 Students 1 
Primary Secondary Owning 
Analysis Analysis Home 



1.9X 



1.41 



1.51 



3.41 



24.41 



15.31 



Possible solutions 

During last fall's default reduction Initiatives, there was a proposal to 
eliminate both the dislocated worker and displaced homemaker variants 
froffl th9 CH and Pell Methodologies. Instead, these circumstances were 
characterized as examples of situations that could be handled through 
professional Judgment, for example, by excluding the net value of other 
real estate and investments, as well as home equity, from consideration. 

CSAP supports the Idea of using professional Judgment to adjust the 
family contribution in cases where dislocated-worker or 
displaced-homemaker status reduces the family's capacity to contribute. 
In addition^ CSAP favors removing the dislocated-worker and 
dlsplaced-homemaker que-.tlons from thv' need analysis form. 

Questions for consideration by the CSSA membership: 

a. Should the dislocated worker and displaced homemaker variants be 
eliminated In favor of adjustments to the analysis based on 
professional Judgment? 

b. Acknowledging the legitimate concerns for the eronomlc problems of 
such Individuals, how best can aid administrators Identify such 
exceptional situations, particularly If the questions are 
eliminated from the form? 
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Bast-Ytftr Incow 

Tilt problta 

Thi CM usts basf-yiar ttrnings to coaputi the studfnt contribution for both 
diptndtnt studfnt s and Indipindint studfnts. BASf-yiar tarnlngs havf thi 
advantagf of bilng virlfUbli. Hovivir. for studfnts Mking the transition 
fro« Mgh school to postsfcondary education or froa a fu11-t1»t Job to 
graduate school, basi-yiar larntngs «ay not bi an accurati pridlctcr of 
acadmlc-ytar tarnlngs. 

Currtntly, aid administrators handit this probltfl by dtcldlng. on a 
ca$t-by*cast basis, to disrtgard tht bast-ytar tarnlngs and to ust tithtr a 
aIniM contribution or rtporttd tstlNttd-ynar tarnlngs. This approach h&s 
btcoM a difficult adalnlstratlvt probltfl. howtvtr. sinct ad}ust«tnts nay bt 
rtqulrtd In Mrt casts than not for both tnttring first- and stcond-ytar 
studtnts. rurthrraort, aany undtrgraduatt and graduatt studtnts art rtctlving 
Initial InforNtlon about tllglblllty and aid which Is alsltadlng. btcause 
high bast-ytar tarnlngs wtrt ustd to coaputt thtir contribution. 

It has bttn suggtsttd that tht ust of bast ytar 1nco«t rtsuUs In tht 
doub It-counting of IncoM. tinct It say bt rtporttd both as IncoM In the 
bast-ytar and as savings or Invtstatnts on tht asstt sidt of tht computation. 

Nhat do wt knov about tht lipact of tht ust of bist-ytar incoM? 

Using fall NSD figures, ont can coapart tht 1987-88 and 1988*89 avtragt 
contributions for dtptndtnt Vlltrs bastf^ on thtir ytar In school. Tor tach 
group, tht avtragt CK contribution fro« 1nco«t coaputtd In 1988-8S Is 
significantly hightr than tht avtragt Unlfora Htthodology iUM) contribution 
froB Incont coaputtd In 1987-88. Tabit D displays this InforMtlon. 

TABLE D - Avtragt CM and UN attributions for Otptntftnt Studtnts 

1987-88 1986-89 

Avtragt UH Avtragt CM 

Contribution from Contribution fro« X 

Ytar In School Incoat Analysis IncoM Analysis Differtncf 

first 780 1474 489X 

Second 938 1778 490X 

Third 966 1964 4l03t 

Fourth/fifth 981 2089 ♦1131 

Grad/professlonal 1043 1997 49lt 

1988-89 National SuMary Data tables provide additional Insight. In the 
case of both dependent and Independent filers, Into how such hightr 
reported base-year Income Is than estimated suimier and academic-year 
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Incoflie for CSS tilers, n displayed In Table E: 



TABLE E - Average Base Ynr and Estluted Year Inccwc 



— _ Deoei 


ident 


I TndM 


pndent 




Freshmin 


All Othirt 


Undif^rari^ 


Gradt 


Average Base Year 

Income 




S2gafi 




$13,496 


Average Estimated 
Suimer f Academic Year 
Income 




tlfififi 


jg.30fl 


$10,336 


t Difference 


-3tt 


-3B1 


-12t 


-2.n 



NSD reports Also reveal that almost 47 percent of dependent CSS filers, and 
about 51 percent of Independent filers report estimated suiwier and 
academic-year Income that 1$ at least 10 percent Uss than base-year Income, 
In only about 3 percent of the dependent cases amj about 11 percent of the 
Independent cases does est1«ated-year Income ixcned base-year income by $2000 
or more. 



Possible solutions 

The Senate 1988 default reduction contained proposed changes to the CM that 
addressed the base-year inco«e problem for dependent students, which appears 
to be more serious for dependent students t.han for Independent students (a< 
Table E demonstrates). The bill would have changed the income assessment rate 
for dependent students* earnings from 70 percent to "not less than 50 
percent." This wording would have provided the aid administrator flexibility 
to determine the most appropriate assessment rate for dependent students on 
each campus. 

In addition, both the Senate and House bills included a provision to exclude 
student assets that did not exceed the student's available income. 

Questions tor consideration by the CSSA ■embership: 



a. 



b. 



Does professional judgment on a case-by-case basis provide a 
satisfactory means of adjusting the student contribution when 
base-yecr 1nco«e is not indicative of academic-year income? 
what policies have institutions adopted to handle the base-year 
Income problem? 

Should the assessment rate be reduced for dependent applicants, 
as was proposed in the Se'-ate bill? Should the same change be 
made for Independent students without dependents? 
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c. Ii tht doublt-counting of but-yur »rn1ngs t probltM? is tht 
rtvlstd asstt trutatnt an approprUtt solution? 

d. CSAP has previously suggtsttd Ignoring bas«*y«ar Incooit for 
tnttring tn^ergraduatt and graduati studtnts and to txptct a 
■InlRUH contribution (typically $700 for intirlng frtshmen and 
$1200 for tnttring graduatt studtnts). Is thtrt support for 
this position? 

t. Navt any Institutions or statt agtnclts doni rtstarch on tht 
accuracy of studtnts' rtporttd tstlmttd-ytar Incont? 



Tht problta 

Tht Hightr Education AMtnd«tnts of 1966 rtlnstltuttd a provision to 
Includt parints tnrolltd In poststcondary tducatlon In tht 
nuMbtr.ln-colltgt adjustntnt. Allowing tht partnt's tnrollMnt In 
colltgt to rtduct tht partnt contribution was Idtntlfltd by CSS and othtr 
nttd analysis strvlcts as a probltn In tht UN stvtral ytars ago. A 
rtcowtndatlon was Mdt to tht National Studtnt Aid Coalition In 1982 to 
tllainatt tht partnt froa tht niMbtr In colltgt adjustMnt, and tht 
Coalition approvtd tht changt for tht 1984-85 proctssing cydt* Tht 
rtasons cittd for tht changt at tht t1»t wtrt: 1). that nort and m>rt 
partnts wtrt tnrolllng In colltgts which chargtd li^'tlt or no tuition and 
ftts; 2) that thty wtrt tnrolltd In ptrsonal dtvtlu Mnt coursts rathtr 
than dtgrtt or ctrflflcatt prograas; and 3) that rtducing tht partnt 
contribution In such casts distorttd tht MasurtMnt pf partnts' ability 
to_pay. furthtnwrt. It was polnttd out that tht rtlattd SHA adjust«tnt 
for additional tnrolltts assuMS that a child will wvt out of tht hont 
to atttnd school: tht tnrolltd partnt will not do so. In addition, tht 
currant CM adjustMnt disproportionately btntflts faalllts at tht high 
tnd of tht scalt. whilt lowtr IncoM faalllts rtctlvt virtually no 
btntfit froa tht trtatMnt. 



Posslblt solutions 

Both tht Houst and tht Sinatt dtfault-rtductlon Inltlatlvis last fall 
atttapttd to dtal with this Issut by stipulating that to bi countid In 
tht nuabtr-ln-colltat, a partnt would havt to bt tnrolltd In a digrtt, 
crtdtntlali or ctrtlflcatt prograa. 

Such an approach addrissts ont of CSAP's conctrns about tht CM trtatatnt 
of partnts' tnrollatnt In colltgt. sinct It ^uld tllalnatt thost partnts 
tnrolltd In ptrsonal dtvtlopatnt classts froa tht nuabtr-ln-colltgt 
adjustatnt. Howtvtr. CSAP would rurthtr propost that tht trtatatnt bt 
changtd to rtaovt partnts froa tht nuabtr In colltgt adjustatnt. but to 
allow thtir unrtlaburstd dirtct tducatlonal txptnsts as an allowanct 
against 1ncoa#« CSAP btlltvts this approach would ainlalzt tht 
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virt ulj-iqulty problm crutid by thi currint CH trutment, and would 
provide benefits for all affected pannts. no natter how low their 
Income. This treatMnt would be slullar to the CM approach to 
unreimbursed elcnentary* and secondary-school tuition. 

Questions for consideration by the CSSA M^rrshlp: 

a. Should the CH be changed to eliminate consideration of the 
parent's enroll»ent In college, as was the cast In the 1984-85 

b. Hould a More equitable alternative be to allow parents' 
unreimbursed direct educational expenses, Incurred through 
enro ment In a degree, credential, or certificate program, as 
an allowance against Income? 



Treatment of Independent Sti'dents with Dependents 

The problem 

It has been suggested by some observers ♦hat the most fundamental problem 
"J.^!*^ Invo ves the treatment of Independent students with dependents. 
Including married couples with no children, who are analyzed In the same 
way as parents of dependent students, CSAP has several concerns about 
the methodology as It appi'-^s to these students. 

First, the Committee believes that married couples without children do 
not have the same financial pressures as students with children, and that 
they should not be treated the same way In the need-analysis system. 

Second, the CH does not work well for married couples when both spouses 
are enrolled In postsecondary education. Assuming that both spouses 
apply for fInancUl aid, the same total Income and assets are reported on 
both applications; the Income Is doubly protected by the Standard 
Maintenance Allowance (SHA) In uch student's analysis; the assets are 
doubly protected by the Asset Protection Allowance In each student's 
analysis; an expense budget is assigned for each spouse which takes Into 
account certain expenses which were already accounted for In the SHA. 
The problem Is further exacerbated when there are children, since 
children are Included In the SKA twice—once In each spouse's analysis 
The result Is a contribution from each spouse which is unreasonably low 
and Inequitable when compared with similar families with Only one 
enrolled spouse. 

Third, CSAP believes that the CH treatment falU the test of vertical 
equity, since contribution levels do not Incrme proportionately as 
Income Increases. This creates problems for the aid administrator who 
must Identify the neediest students for targeting limited student aid 
funds. 
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°* «" Indipindint .tudint. with 

TA81E f . A»ir.gi (M wd UN Contributions for Indtptfldtnt fUirl 





X Of 88*89 
Indtptndtnt 


88*19 
•iVtragt CM 


87*88 
Avtrtgt UM 


Singit with no child 
Singli vlth child 
MirrWd with no child 
Mirrlid vlth child 


55. IX 
18.2X 
9.91 
16.8X 


13.947 

375 • 
1.742 
1.454 


-Cpfltributlfln, 

12.725 
4,290 
8.670 
9.072 



TAM.E 6 



* of Avtragt Studtnt 

£llia c~»»''<>^"»ifm 



, 0* .499 
1500 - 2999 
3000 - 4499 
4500 - 5999 
6000 - 7499 
7500 - 8999 
9000 - 10499 
10500 - 11999 
12000 - 13499 
13500 - 14999 
15000 - 16499 
16500 - 17999 
18000 - 19499 
19500 - 20599 
21000 - 22499 
22500 - 23999 
24000 - 25499 
25500t 
TOTAL 



5.0 
5.0 
68 
8.4 
8.5 
6.5 
6.2 
4.7 
3.7 
4.3 
4.4 
4.2 
3.0 
3.1 
2.8 
2.4 
2.4 
18.5 
lOO.O 



$ 158 
169 
159 
161 
149 
147 
145 
154 
223 
250 
352 
432 
663 
788 
810 
1269 
1459 
3999 
1005 
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^ilblt tolvtloni 

CSAP btlltvtt tMt Mrrltd ttudinti with no chlldrtn should bt trHttd 
lUt Indtptndtnt itudtnts without dtptndtnti, ilnct Mrrltd itudtntt 
without cnlldrtn havt fiwtr coiptting dtMndt on tntir Incoat and should 
b« abli to coMilt a hightr ptrctntagt of rtiourctt to pottttcondary 
•ducatlon txptniti. Thli chanot would Mkt tht CM dtttnlnatlon of 
forwia typt conilittnt with tfit Ptll fonwla dtttrvlnatlon. Tht CM 
should rtquirt a ulnlM tpouit contribution to account for cam whtrt 
tht tpouti 1i untiploytd or undirtiploytd. 

CSAP alio btlltvts that changti nttd to bt Mdt In tht trtatfttnt of 
Mrrltd couplti whtn both ipouiti art tnrolltd In poitttcondary 
tducatlon. Tht CoMltttt 1i not ytt rtady to put forth a rtcomndatlon. 
but work contlnutt In thli arta. Ntibtrt art anxious to Itarn fro« CSSA 
MMbtrs about thtir Imtltutlonal pollclti for dtaling with thli problti. 



Qutvcloni for coni14trat1on by tht CSSA Muborshlp: 

a. Should Mrrltd studtnti without chlldrtn bt trtattd llkt ilnglt 
Indtptndtnt'ittfdtnti? 

b. Mhat adjustMnt5 art schools Mklng to account for casts In 
which both ipouiti art tnrolltd In poititcondary tducatlon? 

c. For schooli with a largi nuibtr of Indtptndtnt itudtnts with 
dtptndtnti, how art aid ad«1n1stratori Idtntlfylng tht nttdltst 

for priority funding? 

d* Ii It tqultablt to trtat Indtptndtnt itudtnttt with chlldrtn tht 
laM ai partnti of dtptndtnt studtnts? If not* what changti 
ihould bt puriutd? 



Tht problM 

Includtd In tht Stnatt'i propoitd dtfault-rtductlon Inltlatlvt last fall 
was a provlilon to txdudt tht faally'i principal plact of rtsldtnct, tht 
faally fans and tht faally-Mnagtd mil builntis fro« aiitt calculatloni 
for faalllti With adluittd gross IncoMS of $30,000 or Itis. Tht Houit 
bill contalntd tht laM txcluslons for All faalllts* rtgardltss of IncoM. 



Itet WPU14 bo tho 1i9»ct on CSS flitra of inch ti«pt1oni? 

Fall 19U Rational Sunarjr Data (NSO) tablti ttll ui that tht avtragt 
partnt contribution froa analytli of aiitts (txcluding faalllts 
qualifying for tht Sli^la Nta^t Ttst) wai I92i and that tht total 
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italfd J"* contribution? fro* 

IVjuld isstts (cash and savings), which i-tprtstnt about B Dirc«nt of 
total partntal worth. Furthtraort, thtrt 1$ no wa5^ knoSlna whit 
proportion of rtporttd builnttsts ind fani would iiSt tKr-fJ.llv own.d' 

S.' Mt'lfv'Jf":-'!?;!!,?* 5"" AdSnl^mU and'th 

SSiJ iry.T ^T!; KivyrthiHn. tll.lnatlon of non-llguld asstts 

•ould havt a viry significant lapact on aggrtgatt national n«d 

If naalnatlon of asstts 1i llatttd to thost with IncOMt btioy «tn nnn 
thi .ggr,gjt, contribution fro. thi «ssit arJayills tStTlJ iliS?t*$i90^' 

uS5;ibi:§?ri."?;h*:?:j' *2rbj[;:*5;s:o55*!;ij,5''" 

Thi Fall NSO 1988 also Indlcatt that 72.4 ptrctnt of tht dtotndtnt 
."J'llli IS*" prlwry analysis Is ?tgular. rijort hoi! oCnsrshlo 

c^s s dtptndint fuilllis own buslntssts or farsc hut u ^-bhAa*- 
ditir.1nid If thiy art fa-11y-run and Mmtl? '^i^jQ 1ndJ3!?d.SJ 

Posslblt solutions 

CSAP dots not support tht Congrtsslonal proposal to tllalnatt roat «auit» 
and othtr nw-llquld asstts froa « calcSlatlon . in MrP^JonZc^t^^ 
^Sl.JiM.'' «5; Stnatt Subco-iltttt on Eduction. A?ts and tht 
Huaanltlts, CSAP dttd thtst conctrns: 

■ f^^lki^S" 2' •^ujty Md othir non-liquid asstts Is contrary 
ml5slI'';j!tS; Jistll" " ""^ 

■ Tht changt would rtdlstrlbutt llalttd aid dollars froa low 
Incoat faalllts. atny of whoa rtnt, to hightr Incoit fail! Its 
who art aort llktly to own thtir h^s; and "anits. 

fl2fl^.^•I^K^•"3^^'"**•?^9■1ddH-and upptr-lncoat 
raallUi without riduclnfl nttd for anothtr group. 
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Tht Coaltttt urgtd th«t any such chaMtt In uttt raoutatlon, if any 
«ri to bt ndt, bt rtttrlcttd to tllglblllty dtttmlnatlon for tht 
Stafford Studtnt Loan protraa and that attat axclutlOA ba llilttd to hoM 
•quity <for tht prIiKlpIt rttldtnct). 

In addition to equity Issuas, CSAP 1$ concamtd about tht pottntlal for 
addtd coMltxIty In tht form and Inttnictlont If fa«11y-omtd and 
optrattd ktlnttt and fam valutt autt bt dtflntd and colltcttd 
stparattly. Tht Saall lutlnttt Adilnlttratlon dtflntt faally-run 
buslntsttt difftrtntly battd on tht typt of butlnttt and rtvtnut bast 
<t.o.i rttall, Btnufacturlng, ttrvlct). Tht Stcrttary of Agrlculturt 
dtflnts ftflly-ovntd and optrattd farw difftrtntly battd on location, 
products productd» rtvtnut bast, ttc. This problta is slilUr to tht ont 
txptrltnctd with rtgard to tht dtflnltlons of displactd h oa w aktr and 
dislocattd worktr. 



Qutstlons for CAnsldtratlon by tht CSSA MibtrsMp; 

a. Should ho«i tqulty bt txdudtd frea tht CM calculation? If so, 
for Mttlch groups of faalllts? Should tht host tqulty txduslon 
bt llBlttd to tllglblllty for tht Stafford Loan Prograni 

b. Is It ntctssary to ulct changts to tht Mthodology to dtal with 
non-liquid asstts or can aid administrators ust proftsslonal 
JudgMnt to adjust tht contribution fro« asstts whtn It Is 
unrtallstic bastd on tht sptclfic faally situation? 



January 11, 1989 



• 1989 by CoUtgt Entranct Examination Board 
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Thi CnmprMtlftwal ttothmtolnffy? 
Approichtfl to SliDliflmion 

A Discussion Paptr from tfit Colltgt Scholarship Strvlct (CSS) Council 
CoBlttto on Standards of Ability to Pm <CSAP) 
Prtpartd for thi 1989 Rtglonal Ntttlnas of tht Colltgt Board 

Prtfact 

5I*KI1?1"2 *^Coll;gt Board Prisldtnt Donald H. Sttwart's su«tst1on for 
•a broad-basid study of sl-pllflcatlon. biQlnnlng with statutory and 
''I!!i^'*^?S.rf'i!^[?*l!*' afftctlng tllglbllTty. procttding fron thtrt to 
nMd analysis," tht Cowltttt on Standards of Ability to Pay (CSAP) has 
a so btgun to focus Its atttntlon on nrt radical approachts to 
sli^Hfylng tht nttd analysis systt«. 

Tht Sli^lt Nttds Ttst 

Tht Cowiltttt btfan by studying tht li^act of tht Slvlt Nttds Ttst, a 
variant on tht standard CM. to Idtntify tht .characttrlstlcs of faalllts 
that Qualify and dtttmlnt vhtthtr tht variant vas providing rtsults In 
accord with Congrtsslonal Inttnt. 

??-?^^!?^*^ P«rctnt of CSS dtptndtnt flltrs att tht 

qualifications for tht Sinpit Nttds Ttst, Tht avtragt partnt 
contr but on for thtst full Its vas only $76; tht avtragt studtnt 
contribution vas $1386. Tht IncoM Itvtis rtporttd by thtst faallUs 
confir* that tht Congrtss was succtssful In targtting this sptclal 
trtat«tnt at truly low-lncoM dtptndtnt flltrs. For txamplt: 

■ Only 52 Ptrctnt of thtst fulllts rtporttd taxabit 1nco«t, which 
avtragtd $7453. 

■ Mort than 61 ptrctnt of thtst fulllts rtporttd untaxtd IncoMt 
avtraging $6387. 

■ Tht avtragt total Incow for thtst faalllts vas only $8548. 

■ Tht avtragt total Incoat for tht studtnt flltr vas about $2650. 

■ Although tht CM forwla dots not account for atdlcal or-dtntal 
txptnsts. 27 ptrctnt of thfst faalllts rtporttd atdlcal/dtntal 
txptnsts avtraging $948 (11 ptrctnt of avtragt total Incoat). 
If thtst txptnsts had bttrt subtracttd froa Incoat, tht avtragt 
partnt contribution would havt btt^ tvtn lovtr than $76. 
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AlthoMgh uitti an mludtd froa thi Slipit Nttdi Ttit fonwu, it 1i 
Inttrtitlna to nott thit uitt accpwUtlon mi In any cait, aodtit, and 
avtragt ^ulty Itvtli vtrt wch btlw thoit of all othtr dtptndtnt 
studtnti. For tiai^lt, although about 30 ptrctnt rtporttd hoM 
owitrihip, tht avcragt hoM iqulty vai Uii than 130,000 ai comrtd with 
Ma.OOO for fiJilllti for vhoi tht prIMry anaiyili wai tht rtgular 
anaiyili. Furthtrvort, although 37 ptrctnt of tht flltri' partnti 
rtporttd caih and lavlngi, tht avtragt total ni only $2 JOO. ai coapartd 
with about 15.300 for flltri proctiitd uilng tht rtgular an%lyi1s. 

In studying tht lipact of tht Simit Nttdt Ttit Indtptndtnt flltri, 
CSAP qutitlontd vhtthtr tht SiBit Nttdi Ttit btntflt ihould appty to all 
typii of Indtptndtnt itudtnti, Including thoit without dtptndtnti. In 
contrait to tht proportion of dtptndtnt itudtnti quallfylna for tht 
ilnpit nttdi ttit, alKit 51 ptrctnt 4f all Indtotndtnt CSS flltri Mt 
tht SiBpIt Nttdi Ttit crittrla. (Only 35 ptrctnt of Indtptndtnt CSS 
flltri aavt chlldrtfl.) Tht avtragt contribution for thtit itudtnti wai 
$1788. 77 ptrctnt rtporttd taiablt IncoM <1n contrait to only 52 
ptrctnt of tht partnti of dtptndtnt flltri); aort than fl ptrctnt 
rtporttd caih and lavlngi (In contrait to tht rtlatlvtly aodtit^ ^ 
ptrctntagt of dtptndtnt itudtnti vtioit partnti rtporttd lavlngi). In 
thi I rtgard, tht qutttlon to bt amvtrtd 1i whtthtr It 1i approprlatt to 
Ignort aiitti of tht Indtptndent itudtnt wti^ hai no faally 
rtiponilbllltlti and fbr whoa tducatlon iho..d bt tht hightit priority. 

Although It 1i dtar that tht Slu^lt Nttdi Ttit Idtntlflti tht lovtit 
IncoMt Itudtnti. at iMit anong dtptndtnt flltri. thtrt 1i conctrn that 
tht rtductd data itt rtqulrtd for thtit itudtnti itlll Involvti about 50 
qutitloni and Mny pagti of coapltx Initrrctloni. Furthtrsort, tht 
tllfllOlHty crittrla to qualify for tht Sli^lt Nttdi Ttit rtaaln 
coMltx. Ai a rtiult, It 1i difficult to Irifora fialllti with ctrtalnty 
that thty do Indttd qualify for tht CM variant and can fill out a fom 
with ftwtr qutitlooi. In lua. It 1i qutitlonablt that tht "Sliplf Nttdi 
Ttit la truly -il^ilt." 



CSAP ihort-ttni rtcoMtndatloni 

To bring ihort-ttra li^rovtMnt to tht CM approach, CSAP rtcoHMndi that 
two changti to tht currtntly dtflntd Sli^l* nttdi Ttit crittrla bt 
li^lMtnttd for tht 1990-91 application cydt: 

■ For dtptndtnt itudtnti, only tht p*r«iifrt' tairjbl • Inc ihould 
bt uitd to dtttmlnt If tht faally Mtti tht 515,000 IncoM 
cutoff. This changt would ili^llfy tht tUglblllty crittrla for 
tht iliplt nttdi ttit. 

m Indtptndtnt itudtnti without chlldrtn ihould bt txdudtd fro« 
tllglblllty for tht ilnplt nttdi ttit. Givtn tht fact that luch 
Itudtnti havt no dtptndtnti, thtrt ii no rtaion to txdudt thtlr 
asitti fro« tht analysis. 
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Slipliricttlon of tht fora 

Jtudying »n ipproach to forM dtsign which vould grwtly $1«pl1fy 
thi proc«$ for loy Incow studtnts. Th1$ Is a bypass approach, such as 
that propostd bv CSS for AFDC rtclpltnts stvtral mrs ago. If tht 
studtnt iHtts tht qualifications for tht S1^>1t Nttds Ttst, rtvlstd as 
r!f2!?*"^*^*f**^**' '^"^•"^ ^"^^ ^^11 dHWgraphlc and student 

ViV^' •^"^•"^ thtTEo^lttt two slmS"; 
qutstlons about tax-filing status and taxablt IncoM. if tht studtnt 
!JII:Li5M!^"^^? cnttrla, ht or sht vould bt dirtcttd to 

«2!5iI^I ^!^f'i* »l9n tht fom, and Nil It to CSS. No 

i^rfkS«!i'!l H'SI***^^ H^^^ ^* colltctk^d, and a ztro partnt 
contribution vould bt ustd to dcttrxlnt ntcd. 

u^li SS^^?^ll*IlJ! !!!• of rttalnlna a coMm fora which can be 

fil Ji^.!^L'*"J*!l*': r*fl*^d •» of fuilly TncoM Itvtl or typt of aid 
li iJ"^*"* *PPly^ng. It tarqtts tht sliipllfl cation of data 
^'r^ lowJncoiH studtnt for whoa tht currtnt fori Is 
hlilS!; !S 5!A^r^^*[- CSA^'••1» coafortablt with this approach 

'^"?« characttrlstlcs of currtnt Slapit Nttds Test 
oua fitrs, and ilso btcaust of tht currtnt Incoat contribution Itvils by 
;f3^l2 iS tabodltd In Tabit F of tht 1989-90 CSS H«n»>l far j^fuH^n/ 
Aid Adnilnlstrfttori, data froa which art txctrpttd btlow: 

TABLE H - ztr Contribution Ltvtis by Total Incoav md Faally Size 



Total Income 



Family Size 

4 ' 



3'l7S " IIVA " 2 -"0 .750 

IaM ■ \aIIa S -*50 -750 

14.375 - 14,624 go .iin .750 

U'^l - ]|2 -370 -J o 

14,875 * 15,124 200 -300 -750 

?LJ'r?"ir***?,l".*^* »bo^«' *ht only situation in which the 
r?n!. *° ^« ^'^'n total family Income is 

Jl 5.000 and there are no aort than thrtt In the family. Given 
in/?''r^!g' Of simplifying thj application process for very Wincome 
I nfV l^^^ "•'"£•1! think that the financial aid ceiwmjnity night be 
willing to accept the small loss of family resources that would otherwise 
oe c^iured- 
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Anothtr appmch ilgfit b% to tftvtlod k poitcard application which could 
bt uitd hy CQMwnlty agtnclti that htip low-lncoat ttudtnti with 
transition to poitttcondary tducatlon. Tht postcard would ptnilt 
•tudtflts to Idtntify thoMtlvts at ouallfylnfl for tN Sl^plt Nttds Ttst, 
and bt rttumtd dirtctly to thi colftfa or unl varsity to lAlch thty art 
applying for aMsslon, Thi aid offico could Mfct an Initial award 
without any furthtr Inforvatlon ind collKt dtaographlc Inforsatlon at 
thi tiM of awarding. Upon vtrlfl cation of tht studtnt's qualification 
for tht sluplt nttds ttst, tht Institution could notify tht ctntral 
ftfoctssor or tN studtnt's full tllglblllty fOr a Pali Grant, 

iBlHMntatlon of thtst and similar Idaas would rtoulrt changts In tht 
Pall and CM nttd analysis itctlons of tht Hightr education Aaindotnts, as 
wall as proctdural changts within tht Dtpartatnt of Education. C$AP 
M«btrs art anxious to Itam froai CSSA Mibtrs whtthtr thtrt Is gtntral 

support for such a dirtctlon. 



Simplification of tht Ntad Anaiycis Mathodology 

CSAP has also undtrtaktn a rttvaluatlon of all tht data tItMnts ustd in 
nttd analysis, txaalnlng thtir cor.trlbutlon to tht stnsltlvlty of tht 
asstssMnt and to horizontal and vtrtlcal tqulty. 

Exaaplts of qutstlons tht coailtttt will bt trying to answtr art: 

■ Should tht systt« colltct only tht purchast ytar and purchati 
prict of rtal tstatt and iMUitl tht valut rathtr than asking tht 
fully to "gutsstlMtt" tht valuti 

■ Is thtrt a prtdlctabit corrt1at1on:bttwttn Incoaa and assets 
that would allow us to colltct Incoat data and \w^uU isstts? 

■ If additional ytars of IncoM data wtrt colltcttd, would It bt 
liss Important to collact assat Inforaatlon, sinct aost asstts 
product IncoM? 

■ Is tht brtakdown of adjusttd gross Incoat rallabit? Ustful? 

■ Is untaxtd IflcoMt rtally a significant factor In tht analysis? 

■ For which tlaa ptrlod should studint IncoM bt colltcttdl Can 
othtr tlot ptrlods bt tllilnattd? 

■ Dots tht colltctlon of aadlcalHtntal txptnsts or 
tlttttntary/stcondary tuition uxptnsts add tnough to tht 
stnsltlvlty of tht analysis to justify tht addtd co«p1tx1ty to 
tht data colltctlon tffort? 
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■ 1$ It nicissarv to collect dt»ograph1c Infcrmatlon tviry yttr? 
Could ctrtain Information bt carrlad forward froS ont yiar to 
'hang!? corrtctloni If th« f«i11>'i circunstancts 

rtSJi^'iilJJlSlIiHlIiV^I"^"'* to answtr and rtqulrt thorough study btfort 
final rtcoMndatlcns an posslblt. Howtvtr, such qutstlons wjst bt 
answ.rtd btfort slgnlflcanrsl-pllflcatlon of tht MthodolSgy «n o«ur. 

^1 fi?."«2!!'J\?'*'*lL^^"? •boutfurtht? 
siapilflcatlon of tht nttd analysis systta. 
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Proportion of Independent Students 
Increases Under New Definition 
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Proportion of Graduate Independent 
Students Grows Under Reauthorization 
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Proportion of Students Who Meet 
Independent Student Criteria 
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Frequency of Filersi Who Report Status As 
Dislocated Workers, Displaced Homemakers 




IKS Parents 



Partnta - Piranti of Dep«nd«nt Studsnts 
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Dependent Student Contributions Grow 
Because of Base Year Earnings 



Contribution from Inconne 
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Year In School 
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Dependent Styplent Base Year Income 
Significantly Higher Than Estimated Year 



Average Inconie 
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Impact of Base Year Income 

Independent Filers' Reported Income 



Average Income 
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Distribution of Independent Students 
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Independent Student Contributions Are 
Significantly Lower Under CM 

Average Contribution 
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88- 89 CM 



Flier's Status 
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Average Student Contribution for Independent 
Students with Dependents 



Base Year Income /.veraga SC 

$0-1,499 $158 
$10,500-11,999 $154 
$15,000-16,499 $352 
$19,500-20,999 $783 



50% off sample had SC less than $200 
75% off sample had Sp less than $1200 
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Simple Needs Test Qualifiers 

Characteristics of Dependent Filers: 



• 9% of CSS dependent families qualified 

• Average PC = $76 
Average SC = $1386 

• 52% reported taxable income 

• Average total parent income = $8,548 

• 30% reported home ownership 
Average home equity = $30,000 
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Simple Needs Test Qualifiers 

Characteristics of Independent Filers: 

• 58% of CSS independent filers qualified 

• Average SC = $1788 

• 77% reported taxable income 

• 61% reported cash,.savings 
(average amount = $69 1 ) 

^.».mos.^^ 3^4 ^ 




C oMi tt f Oil eh« Proposed MoeAtiOMl IsesIItMc Act of 1919 



AdBlnlotrstlTO toopoiuibilieiss for th% So^ral Ptrta 



Juno 30, X989 



Tho proposed Act hM a VAristy of pattsnw for adilnlatsring th« fsdoral 
Initifttivos . F«d#ral tducatlon progrw ars aost •ff«etlv« vhsn ttdalnistarsd 
through stato oduoatlon agonclos (SIA) . ihls pattom anablas eoupling of 
fadoral with stAta raaoureaa and tho uaa of axlatant atata adiiniatratlva 
capacity rathar than craation of addad fadaral huraaucraey. Tha following 
coManta identify thoaa parta of tha Act which raquira raviaion to taka 
advantage of axiatant atata education agency capacity for federal program 
adtainiatration: 

title X, Fart A, Vreaidentlal Merit Schoola 

The Kerit Schoola Prograa ia ijuplenented through the atata education 
agency which preparea an application, aeta tha criteria, and nakaa a 
determination on which achoola will be rewarded aa aerit aohoola. Thia 
aiteiniatrAtlva atructure ahould be aaintainad. 

fitle Z, Faxt B, Magnet gcboola of boellence 

Under thia prograa the U.S. Department of Bducatlon ateiniatera funda 
directly to local education agenoiea, IntanMdiata education agenciea, or 
conaortia of auch agenoiea. There ia no proviaion for application under a 
atata plan or for SIA review. There ia no review of applicationa from local 
agencies by the atata education agency. Thia program ahould be adminiatered 
through SIAa. 

Title Z, Pert C, Altexaativa Certification 5«r Te«chara and Trine ipala 

The acfeatnia taring agency for grants made by the Secretary of Education 
ia "the State." The bill ahould explicitly make tha atata education agency 
the adhinia taring agency. 

Title Z, Fart D, Fraaidaatial Awarda for Ixcellemce In Education 

Under thia program an application to participate ia aubmitted to the 
Secretary by tha gevamor of each atata. A aelection panel to chooae the 
teachera ia aelected by the govamor in conaultation with the chief atata 
achool officer. Thia procedure departa from tha well«eatabliahad proceaaea 
of teacher recognition which the atates haiva been uaing for forty years. The 
current Teacher of the Year (TOY) program providea for aelection of teachera 
who damonatrate outatandlng performance by the SU and a nonpartiaan panel of 
education axperta. The proceaa ia objective and efficient. Ho new 
adminiatrative machinery ia needed for thia task. Thia program ahould be 
operated as part of the TOY proceaa through each SIA each year. 



(Continued) 



ERIC 




881 



•2* 

TitU ZZ. SAtlOMl SeUoes tebeUrt 

Undtr this progru th« Frstldant 4*tlfMt«« tcboUrs nho «rt iKHilnat«4' 
by tiM uff. iMh stAtt noalnaest st lM«t four but not aor* th«n ton / 
otuteito fro« oMh Congrosslowa district vlthln tho st«to. Tho proposal U 
ffllont on vhleh ontlty vlthln tho otsto lundlos tho noalnatlon and what 
proeooo io sot up in oaoh Congrooalonal district for Baking tho noainatlona . 
Ilo roforanco io Mda to tha SIA. lha prograa should ba oparatad by tha 8EAa 
in coiOunotion with local education aganciaa (LBAa). 

Tiela ZZZ« 9r«§-fraa tcboola. Orban taargancy Oraata 

Thjdar this prograa tha Drug-fraa schools and CcMunitias Act of 1986 ia 
aaandad with a spacial proirlaion for urban aaarganoy grants. Tha Sacratary 
of tduostion awards such granta to local education aganciaa with no raviav or 
coMant by tha SIA. lhara la no raquiraMnt to connact thasa uranta with tha 
atata plan and adainiatration for tha drug-fraa achoola fadaral prograa. 
thia titla ahould provida for 8U raviav and coMont to tha SaeraUcy on aach 
propoaal aa it ralatas to tha atata plan bafora any avard by tha lacratary. 
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Ths Council of Chlof Stato Sohool Offlrara eon«nd« Pr«ald«nt 
Bush for Advancing tha logialativc initiatives of tho Educational 
Exeollonco Act of 1989, S« 695* Tho Council eoonanda, alio, Chairnan 
Ptll, Senator Xaaatbaua and tha aaabara of tha SubeoanittM on 
Education, Arts and th« Huaanitiaa for holdinf tha haaring Juna 22, 
19$9, for praaantation of tha Adviniatration'a caaa for tha program 
and tha opportunity to coanant on tha propoaala* 

Our Council baliavaa that tha objactivaa which undarpin tha 
Praaidant.'a program ara baat achiavad through aignificant aaandaanta 
to and Incraaaaa in fundi for currant fadaral prograaa auoh aa 
Chaptar Ona, Public Lav . 94- 142, bilingual education, vocational 
aduoation, aagnat achoola and othar atatutaa which provide accaaa to 
aduoaticm of quality. Tha Adainiatration'a propoaala, with 
•odif lcation« can providai laportant additions . to currant prograsa if 
tiio*condikiona obtain: firat, tthaa'%.initiativaa mat not draw 
llfliitad.-raaourcaa fro« axiating, provan prograu'; aacond, tha 
initiativaa wat ba linked carefully, to currant federal prograa 
prioritiaa- and atructurea and to atate and local afforta and raforaa 
addreaead to advancing tha quality of education. 



The centerpiece of 8.695 la Title. I, Part A» Preaidantial Merit 
Schoola* To aaaure effectivr. uae of federal funds for auoh a 
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tMOgnltion progru, it la ••••ntlal to oonntot cht concopt and ui« 
of Mrlt avarda with t^m currant, oantral fadaral pro^ru, Chaptar 1 
of tha Hawkina- Stafford Act. Va advanca auggastiona to accoapllah 
thla balw. 

Va alao urga aaandMnta to aevaral othar parta of S.695 to 
provlda that tha adttlnlatratlon of thaaa parta vlll afflelantly and 
affactlvaly taka advantaga of tha capadtlaa of atata aducatlon 
aganolaa aa partnara with tha fadaral govarnMnt in tha 
adalnlatratlon of fadaral aducatlon prograaa. Thaaa aaandMnta ara 
particularly Iniportant for adalnlatratlon of tha Praaldantlal Avarda 
for Excallant Taachara, 

Karlt Schoola 

Va aupport tha concept of racognlalng varltorloua parforunca. 
Va urga that thla concapt ba Jolnad with tha racantly anaetad 
provlalona for Chaptar I program laprovaMnt of tha Hawkixta- Stafford 
Act. ThU 1250 million program of avarda ahould ba Jolnad with tha 
procaduraa for Idantlfylng achoola wat naadlng laprovaaiant In order 
to ravard thoaa achoola which aaka algnlfleant galna through progras 
laprovmant plana. Thla would proidda a powerful Incentive for 
education refona and would reward accoapllataant where aoat needed In 
Aaerlcan education. 
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Public Uv 100-297. tha Hawkini- Stafford Act, provides, for th^ 
first tlM, A Mans for itatt and local •ducation aBsncittB (SEA and 
LEA) to identify thosa schools rsesiving Chapter 1 funds which ars 
not achisving nst gains or which ars losing ground in student 
parfonancs. Ths law rsquirss LEAs and SEAs to taks stsps for 
inprovsMnt school by school. Tha asrit award prograa should r sward 
thoss schoola which oaks significant ioprovsMnt, 

Stats sducation agsnciss ars working this school ysar with 
ooonittsss of local practitionsrs to davslop statwida plans to 
inplsBMnt ths nsw rsquirsasnts . Sohoola in ncsd of inprovsMnt ars 
baing idsntifisd bassd on currsnt data* and in ths fall of ths 
1989-1990 school ysar, ths achoola idsntifisd in sach of ths states 
will work with thsir local education agency through a plan for 
inprovsaent. Over the yesre, in each state, this process will 
provide performance data to enable dstersination of progress, or lack 
of it, in ths schools oojt nasding help, this process is ready-nade 
for use in identifying the real succesa stories of laprovenent. 
These successful exaaplss are exactly the ones which should be 
recognised through the nerit schools progrsa and rewarded with funds 
to enable further progress. 

By coupling together Chapter 1 prograa laproveaent and aerit 
sohoola, the President and Congress can atet the dual objectives of 
toouaaiag federal apending oa ecanoaUally aad educationally 
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dltadvantagtd ttudantt and •ncouragt hard vork and aohlavaMnt by 
flnanelal Inoantlvaa. 

Tha authorisation of funding for aarit achoola undar Chaptar 1 
ahould inclrida a triggar, liailar to that i^doptad by tha Sanata Labor 
and Uuaan Rasourcaa CoMittaa racantly in raporting out tha Snart 
Start Prograa. Thia would link appropriationa for aarit achool 
racognition to tha total Chaptar 1 appropriation and, particularly, 
tha full funding of atata prograa i^)rova«aant aarvicaa. Gonnactlng 
thaaa author ixationa would advancA.tha goal Congraaa adoptad alnoat 
unani»oualy-«to sarva all ohildran aligibla for Chaptar 1 by 1993 and 
to aaaura aupport and incantivaa ara availabla for thoaa achoola aoat 
in naad of iaprovaaant. 

Stata Adainiatration of tha Initlativaa 

To aaaura aaxiaua affaotivanaaa in adainiatration of fadaral 
aducation prograaa, it ia aaaantial to uaa axiatant atata aduoation 
adainiatrativa capacity. Racoaacndationa for ateiniatration of tha 
aavaral parta of tha propoaad Educational Bxcallanca Act of 1969 ara 
auaaarisad in tha attached co«aanta. 

Our Council appraciataa tha opportunity to aubait a atataaant on 
tha Praaldant'a inltiativaa. Va hava draft aaanteanta for uaa of 
SubcoMlttaa aaabara and ataff and would walooM tha opportunity to 
aaalat with thia laglaUtim. 
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Senator Pkll. The hearing is a4joumed. 

[Whereupon, at 1:10 p.ni., the subcommittee was adljoumed.] 



^ 20-U3 OAA) 

341 



